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The year 1906 was marked in the United States by a wide- 
spread discussion of the currency problem, which may be said 
to have culminated in the proposal made by the secretary of the 
treasury in his annual report for the year 1906, as follows: 


If the secretary of the treasury were given $100,000,000 to be deposited 
with the banks or withdrawn as he might deem expedient, and if in addition 
he were clothed with authority over the reserves of the several banks, with 
power to contract the national bank circulation at pleasure, in my judgment 
no panic as distinguished from industrial stagnation could threaten either 
the United States or Europe that he could not avert. No central or govern- 
ment bank in the world can so readily influence financial conditions through- 
out the world as can the secretary of the treasury under the authority with 
which he is now clothed.’ 


This recommendation is a logical outcome of the recent prac- 
tice of the Treasury in coming to the “relief” of the money 
market. Secretary Shaw is not the first of Treasury officials 
who have wished the Treasury to assume the function of regu- 
lating the money market of the country. In the Treasury Report 
for 1872 Secretary Boutwell set forth the belief that to the Treas- 
ury rather than to the banking institutions of the country should 
be intrusted the power of regulating the amount of currency 
needed in the transaction of business, in the following words: 

Treasury Report, 1906, p. 55. 
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As the circulation of a bank is a source of profit, and as the managers 
are usually disposed to oblige their patrons by loans and accommodations, it 
can never be wise to allow banks or parties who have pecuniary interests at 
stake to increase or diminish the volume of currency in the country at their 
pleasure. ... . Upon these views I form the conclusion that the circulation 
of the banks should be fixed and limited, and that the power to change the 
volume of paper in circulation, within limits established by law, should 
remain in the Treasury Department. 

In accordance with this theory, under Secretary Boutwell, 
and his immediate successor, the Treasury did exercise this 
power by increasing the amount of United States notes in circula- 
tion, as a means of relief to the monetary situation. It is in 
connection with these instances that attention is here directed, in 
the belief that they throw some light on the results of Treasury 
interference with the money market, and on the wisdom or 
unwisdom of vesting in the secretary of the treasury a regulative 
discretion over the operations of the national banking institutions 
of the country. 

In connection with the quotation already made, Secretary 
Shaw says further: 

If it be said that such power, augmented with the authority which I 
have outlined, would be dangerous, I reply that no man has yet been at the 
head of the Treasury Department, and no man is likely to occupy that posi- 
tion in whose hands such authority would not be safe. The best financial 
advice on earth is at his command, and the selfishness or unselfishness of the 
advice tendered, and, therefore, the value thereof, can be readily weighed.’ 

In the two instances given in this paper—one of which has 
become historic—the secretary of the treasury did exercise discre- 
tion over the circulation, and the statement that there has been 
no secretary in the past in whose hands the power asked for 
by Mr. Shaw would have been misused, should be tested by these 
instances. 

The Act of February 25, 1862, in providing for the issue of 
$150,000,000 of United States notes, contained the following 
provision as to their reissue: 


and such United States notes shall be received the same as coin, at their 
par value, in payment for any loans that may be hereafter sold or negotiated 


* Treasury Report, 1872, p. xx. *’ Treasury Report, 1906, p. 55. 
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by the secretary of the treasury, and may be reissued from time to time as 
the exigencies of the public interests shall require.‘ 


The Act of July 11, 1862, in authorizing a further issue of 
$150,000,000 of United States notes, provided that United States 
bonds might be exchanged for such notes, and that the secretary 
of the treasury 


may reissue the notes so received in exchange; may receive and cancel any 
notes heretofore lawfully issued under any act of Congress, and in lieu 
thereof issue an equal amount in notes such as are authorized by this act. 


Further, all the provisions of the Act of February 25, 1862, 


so far as the same can or may be applied to the provisions of this act, and 
not inconsistent therewith, shall apply to the notes hereby authorized to be 
issued. 


The Act of March 3, 1863, authorized a third issue of $150,- 
000,000 of United States notes, including the $100,000,000 of 
such notes authorized by joint resolution on January 17, 1863. 
The provisions for reissue were as follows: 
and any of the said notes, when returned to the Treasury, may be reissued 
from time to time as the exigencies of the public service may require. And 
in lieu of any of said notes, or any other United States notes, returned to the 
Treasury, and canceled or destroyed, there may be issued equal amounts of 
United States notes, such as are authorized by this act.° 


These three acts, it will be seen, authorize the reissue of 
United States notes as “the exigencies of the public interest may 
require.” The notes authorized by them were not regarded as a 
minimum which must be maintained in circulation, but as a maxi- 
mum below which the amount might be reduced to any degree 
by retaining them in the Treasury when received in exchange for 
bonds or treasury notes, or paid in as ordinary receipts. Indeed, 
unless required by the “exigencies of the public interest,” there 
was no authority for their reissue. And it was supposed at the 
time of the passage of the acts that the necessity for their remain- 
ing in circulation would disappear with the restoration of peace. 

The Act of June 30, 1864, which authorized the issue of 


*12 Statutes at Large, p. 345. 
* Ibid., p. 532. *Ibid., p. 709. 
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$400,000,000 of bonds and treasury notes, contained the follow- 
ing provision : 

nor shall the amount of United States notes, issued or to be issued, ever 
exceed $400,000,000, and such additional sum, not exceeding $50,000,000, as 
may be temporarily required for the redemption of temporary loan." 

This was a distinct pledge that the amount should never be 
increased beyond the sum already authorized. It cannot, how- 
ever, be interpreted as meaning that this amount was a minimum 
which could not be decreased. The intent of the act was entirely 
in the other direction—to give assurance that the present amount 
was a maximum: which would be strictly observed. 


In regard to the $50,000,000 provided as a reserve for the 

redemption of temporary loan, it was enacted that the United 
States notes, 
so held in reserve, shall be used only when needed, in his [the secretary’s] 
judgment, for the prompt payment of such deposits on demand, and shall be 
withdrawn and placed again in reserve as the amount of deposits shall again 
increase.* 
This was a direct warrant to the secretary to withdraw from 
circulation the entire $50,000,000 whenever the temporary loans 
should have been paid off in full. Certainly no further legisla- 
tion was needed to effect a reduction of the currency to this 
amount. 


In his report of 1865, Secretary McCulloch stated the amount 
of United States notes to be on October 31, $428,160,569. He 
placed the currency question foremost in the report, and took 
strong ground against the continuance of an irredeemable paper 
currency. In discussing the acts under which United States notes 
had been issued, he said: 

He [the secretary] is of the opinion that not only these [legal tender] 
provisions, but the acts also, should be regarded as only temporary, and that 
the work of retiring the notes which have been issued under them should 
be commenced without delay, and carefully and persistently continued until 
all are retired.’ 


™13 Statutes at Large, p. 218. 8 Ibid. 


* Annual Report, Secretary of the Treasury, 1865, p. 5. 
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The restoration of specie payments was of prime importance, 
and, in order to effect this end, it was urged that contraction of 
the paper currency was indispensable. 

The secretary was not able, however, to proceed far upon the 

policy of contraction without further legislation. The currency, 
he said, could not be contracted to any considerable extent save 
by the sale of bonds.’° The Act of June 30, 1864, providing for 
the issue of $400,000,000 of bonds and treasury notes, had 
authorized the secretary of the treasury to 
redeem and cause to be canceled and destroyed any treasury notes or United 
States notes heretofore issued under authority of previous acts of Congress, 
and substitute, in lieu thereof, an equal amount of treasury notes such as are 
authorized by this act.” ; 
The amount of treasury notes authorized by this provision was 
limited to $400,000,000, which was precisely the amount of 
United States notes outstanding in excess of those issued for 
redemption of temporary loan.’* This act gave the secretary 
power to fund the United States notes into treasury notes, which 
were in turn fundable into bonds.’* It was, however, a permis- 
sion, not a direction, to do so, and there was small probability, 
while the war continued, that the funding would be carried out. 
But by the date of Secretary McCulloch’s first report practically 
the entire amount of bonds and notes authorized by the act had 
been issued, and there was no distinct legislation authorizing him 
to retire or fund the United States notes. He recommended, 
therefore, that he be authorized to sell bonds, bearing not more 
than 6 per cent. interest, for the purpose of retiring United 
States notes, as well as compound interest notes.'* 

The views of the secretary received a hearty indorsement by 
the House of Representatives, which promptly acted upon the 
report by passing the following resolution on December 18, 1865 : 

Resolved, That this House cordially concurs in the views of the secre- 
tary in relation to the necessity of a contraction of the currency, with a view 


” Ibid., p. 12. 113 Statutes at Large, p. 218. 

%The withdrawal of these $50,000,000, as already seen, was provided for by 
their being set apart as a reserve. 

% Sec. 2, Act of June 30, 1864, to provide ways and means (13 Statutes at 
Large, p. 218). 
4 Report of Secretary of the Treasury, 1865, p. 14. 
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to as early a resumption of specie payments as the business of the country 
will permit ; and we hereby pledge co-operative action to this end as speedily 
as practicable.” 

The overwhelming majority of 144 to 6 by which this resolution 
was adopted gave promise that Congress was about to put into 
execution a policy in accordance with the secretary’s recommenda- 
tion. That any contraction of the currency, however, would 
be opposed, despite this seeming agreement, soon appeared. 

On February 1, 1866, Mr. Morrill, of the Ways and Means 
Committee, reported to the House of Representatives a financial 
bill by which the Act of March 3, 1865, was extended and con- 
strued so as to authorize the secretary of the treasury to fund 
any of the government obligations, whether bearing interest or not, into 
bonds, and to sell bonds in the United States or abroad in exchange for 
lawful. money, treasury notes, certificates of indebtedness, certificates of 
deposit, or other representatives of value, which have been or which may be 
issued under any act of Congress, the proceeds thereof to be used only for 
retiring treasury notes or other obligations issued under any act of Congress; 
but nothing herein contained shall be construed to authorize any increase of 
the public debt. 

This provided for the funding of all the short-time obliga- 
tions of the government, including the United States notes. The 
secretary would have complete power to contract the paper cur- 
rency at his discretion, no limitation as to amount being placed 
upon him. The opponents of contraction took instant alarm, and 
a vigorous opposition to any reduction of the currency developed, 
which was surprising in view of the attitude so recently taken 
by Congress. An attempt was made to limit retirement to 
interest-bearing obligations. The arguments against contraction 
which later became so familiar were brought out in the debate. 
But the point wished to be here emphasized is that it was under- 
stood by all that contraction of the currency was authorized,!® 
and this feature of the bill met strong objections. The opponents 
of contraction finally succeeded in adding the following proviso: 


% Congressional Globe, Thirty-ninth Congress, First Session, p. 75. 


See remarks of Messrs. Wentworth, Pike, Price, Allison, Boutwell, Stevens, 
Darling, and Conkling in House of Representatives, March 15, 1866 (Con- 
gressional Globe, Thirty-ninth Congress, First Session, Part 2). 
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Provided, that of United States notes not more than ten millions of dollars 
may be retired and canceled within six months from the passage of this act, 
and thereafter not more than four millions of dollars in any one month. 


In this form it left the House and was passed by the Senate, 
although there was considerable opposition to the power of con- 
traction allowed to the secretary. It was clearly understood that 
reduction of the currency would result from the act. Said 
Senator Cowan: “He [the secretary] can only retire to the 
amount of $34,000,000 in the year, and those are to be retired 
and canceled and put out of existence.”17 On April 9 the bill 
passed the Senate and received the signature of the President 
on April 12. This act was a disappointment to the secretary, 
because of the limitation placed upon him as to contraction.’® 
The growing hostility in Congress and in the country to contrac- 
tion prevented him from using his authority even to the extent 
authorized. 

The reduction of United States notes under this act may be 
seen from the following statements of the public debt :19 


$422,749,252 
415,164,318 
402,128,318 
400,361,728 
September 1, 399,603,592 
October 1, 1866 399,165,292 
November 1, 1866 390,195,785 
December 1, 385,441,849 
January 1, 
February 1, 
March 1, 1867 
April 1, 1867 375,417,249 
May 1, 1867 374,247,687 
June 1, 1867 373,209,737 
August I, 
September 1, 
October 1, 
November 1, 
December 1, 356,212,437 
January 1, 1868 356,159,217 
February 1, 1868 356,159,127 


% Senate, April 9, 1866 (Cong. Globe, Thirty-ninth Congress, First Session, 
Part 2, p. 1853). 
Treasury Report, 1866, pp. 8, 9. 


2% Taken from New York Commercial and Financial Chronicle. 
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Any further reduction of the United States notes was stopped 
by the Act which became a law February 4, 1868, providing: 
that from and after the passage of this act, the authority of the 
secretary of the treasury to make any reduction of the currency, by 
retiring or canceling United States notes, shall be, and is hereby, suspended; 
but nothing herein contained shall prevent the cancellation and destruction of 
mutilated United States notes, and the replacing of the same with notes of 
the same character and amount.” 


The measure was passed in the House on January 7, no discus- 
sion being allowed. - In the Senate there was considerable dis- 
cussion. In view of the claim made later of the power to 
reissue notes, some of the statements made while the bill was 
under discussion are here given: 

Under the law, when a note is brought in ordinarily it may be reissued, 
but when it is canceled under the authority conferred by the Act of April 12, 
1866, that is the end of the note; it cannot be reissued.” 

The apprehension expressed by the senator from Vermont that, if this 
amendment is not adopted, the secretary of the treasury will have a right 
to reissue legal-tenders so as to make the whole amount $490,000,000 again, 
I regard as without foundation. The law gave him the authority to issue 
to the amount of $400,000,000 besides the reserve. When that amount was 
issued, his power was exhausted; and if it was afterward contracted down 
to $350,000,000, or to any amount, he has no authority without new legisla- 
tion to issue to the amount of $400,000,000.” 


On January 13, 1868, the Senate passed the bill, and, without 
receiving the President’s signature, it went into effect on 
February 4. 


On Febraury 4, 1868, the date when reduction of the green- 
back currency was stopped by act of Congress, there were out- 
standing practically $356,000,000 of United States notes. The 
monthly debt statement for February 1, 1868, gives the amount 
as $356,159,127.2% Thereafter there were slight reductions from 


15 Statutes at Large, p. 34. 

1 Senator Sherman (Congressional Globe, Fortieth Congress, Second Session, 
Part 1, p. 435, January 10, 1868). 

“Senator Morton (ibid., January 10, 1868). 

* The debt statements, unless otherwise noted, are from the New York Com- 
mercial and Financial Chronicle. 
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time to time. On July 1, 1869, the amount appears in the debt 
statement as $355,935,195. On August I it was $356,000,000, 
from which point there was no change until October, 1871. 

On the date last mentioned $1,500,000 of United States 
notes were issued to replace that amount burned in the fire at 
Chicago. The burned notes were in the possession of the govern- 
ment depository. It was definitely known that they had been 
destroyed, but the new notes were put out before formal proof 
of their destruction had been received; hence it was technically a 
reissue.24 The monthly debt statements show this increase, 
making the amount $357,500,000, down to August 1, 1872, 
when the figures are once more given as $356,000,000. 

The next reissue was made in October, 1872. The debt state- 
ment for November 1, 1872, showed $360,566,764, an increase 
of $4,566,764 over the previous month. Before the debt state- 
ment had appeared, rumors were current that the secretary con- 
templated such action, and it was pointed out that it would be 
without legal authority.2° When the fact of reissue became 
definitely known, the question of legality of reissuing retired 
legal-tender notes was, for the first time, brought sharply to 
public notice. Criticism of the action became strong, and with- 
drawal of the reissued notes was begun—the debt statement for 
December 1, 1872 showing $358,051,256 outstanding, a reduction 
of $2,515,508. 

On the assembling of Congress the following resolution was 
adopted by the House of Representatives, December 3, 1872: 

Resolved, That the secretary of the treasury be, and he is herewith, 
directed to inform this House, at the earliest time practicable, under what 
law authority is given to the secretary of the treasury to make an increased 
issue of legal-tender notes, as was done in October last, or at any other 
time, by the Treasury Department; and whether such issue was made in the 
legal-tender notes heretofore retired, or whether new legal-tender notes 


were printed for the purposes of said issue; if of the retired legal-tender 
notes uncanceled, then to inform this House what portion of the retired legal- 


* Senate Finance Committee Report, No. 275, Forty-second Congress, Third 
Session, p. 5; see also Practical Information concerning the Public Debt of the 
United States, by William A. Richardson (2d ed., Washington, 1873), p. 40. 

% New York Nation, October 10 and 24, 1872. 
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tender notes of $44,000,000, or thereabouts, heretofore retired by operation of 
law, have been actually canceled, and what amount remains uncanceled. 
And, further, it is requested that the secretary communicate to this House 
all information he may possess of the manner and mode of issuing such 
increased amount of legal-tender notes, by whose order and for what pur- 
pose such issue was used.” 

In reply to this resolution, Secretary Boutwell, on December 
13, 1872, transmitted a letter to the House.2*_ He stated that the 
new issues were made, during his absence, by Assistant Secretary 
Richardson, then acting secretary: 

The object of the issue was the relief of the business of the country, 
then suffering from the large demand for currency employed in moving the 
crops from the South and West. The condition of affairs then existing in 
the country seems to me to have warranted the issue upon grounds of 
public policy. (Jbid., p. 1.) 

The authority for the issue was found in the three legal- 
tender acts of February 25, 1862; July 11, 1862; and March 3, 
1863. These acts, the secretary asserted, provided for a perma- 
nent circulation of $400,000,000 of United States notes. 


The cancellation and destruction of notes that have been issued by the 
Treasury Department has no legal effect upon the power of the department 


* House Journal, Forty-second Congress, Third Session, p. 29. The above 
is a copy of the resolution as it appears in the House Journal. As originally 
introduced, the phrase “or at any other time” was not in the resolution. Mr. 
Garfield suggested that some such phrase be included, since it had been asserted 
that other issues had been made by the Treasury Department besides the one in 
October last. He had supposed, he said, that the October issue was an exceptional 
one; that it had not been the custom of the Treasury in years past, but was an 
innovation. He wished the resolution made broad enough to include the whole 
matter, whether not only in October last, but at any other time the Treasury had 
made issues of this sort. Mr. Randall, who had introduced the resolution, had 
no objection to this suggestion of Mr. Garfield, but thought one case was sufficient 
to test the legality of all, and did not wish ‘“‘to confuse the subject or enlarge it 
too much.” He, therefore, demanded a vote on the resolution, and it was 
adopted. (Congressional Globe, Forty-second Congress, Third Session, Part 1, 
p. 15). As stated above, the phrase “or at any time” is included in the House 
Journal, and also appears in the letter of reply which the secretary transmitted to 
the House in response to the resolution. The conflicts between the Journal and 
the Record may, perhaps, be explained by assuming either that something was 
inadvertently omitted from the latter, or that the mover of the resolution 
included the phrase after the discussion. 


" Executive Documents, No. 42 (House of Representatives, Forty-second 
Congress, Third Session. 
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to reissue notes in their stead, as is apparent from the language employed in 
the Act of 1863, already referred to.” 


It will be seen that the secretary here ignores any intervening 
legislation between the legal-tender acts and the date of his 
report. No change in the legal status of the United States notes 
is recognized as having occurred since the passage of the third 
legal-tender act, although the Act of April 12, 1866, had pro- 
vided expressly for a limited retirement and cancellation of them, 
and had remained in force until repealed by the Act of February 
4, 1868. 

The secretary further stated that since the Act of February 
4, 1868, large sums of United States notes had been held by the 
Treasury Department, in excess of the $356,000,000, as a sur- 
plus fund to meet any sudden demand upon the treasury. But, 
as we have seen, only one instance had previously occurred where 
a reissue had been made, and this was not really an addition to 
the amount of circulation. This reserve was, he said, the source 
from which the new issue was made. 

This explanation was not satisfying. Criticism continued in 
Congress and in the press.?® It was pointed out that, if any por- 
tion of the notes retired under the law of 1866 might be replaced 
in circulation, the entire $44,000,000 retired under that act might 
be reissued. The power of increasing the currency to such an 
extent, especially by the addition of irredeemable paper, was 
rightly felt to be too great to be intrusted to any one man. It 
was felt, further, that there was but flimsy authority in law for 
the exercise of such power, and the letter of explanation from 
the secretary was not convincing on this point. 

On January 6, 1873, the following resolution was adopted in 
the Senate: 


Resolved, That the Committee on Finance be directed to inquire whether 
the secretary of the treasury has power, under existing law, to issue United 
States notes in lieu of the $44,000,000 of notes retired and canceled under 
the Act of April 12, 1866.” 


* Ibid., p. 2 
*° See New York Nation, issues of November 7, December 5, 12, and 19, 1872. 
® Congressional Globe, Forty-second Congress, Third Session, Part 1, p. 340. 
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During the days immediately following, Secretary Boutwell 
and Assistant Secretary Richardson appeared before the com- 
mittee defending the legality of the issues. On January 14, 
1873, the committee handed in a majority report, concluding 
with the following resolution: 


Resolved, That in the opinion of the Senate the secretary of the treasury 
has not the power, under existing law, to issue United States notes for 
any portion of the forty-four millions of the United States notes retired 
and canceled under the act approved April, 12, 1866. 


On January 15, 1873, two members of the committee, dis- 
agreeing with the majority of the committee, submitted a minority 
report, with this resolution: 


Resolved, That in the opinion of the Senate the secretary of the treasury 
has the power, under existing laws, to issue United States notes for any 
portion of the forty-four million dollars retired and canceled under the 
several laws on that subject.” 


The reasoning which led to such divergent conclusions may 
be worth examining. The minority report asserted, and laid stress 
upon the assertion, that the three legal-tender acts had given 
unequivocal power to the secretary to issue and reissue United 


States notes up to $400,000,000. Unless that power had been 
taken away by subsequent legislation, it still remained. Any 
modification of this power must be found, if found at all, in the 
Acts of April 12, 1866, and February 4, 1868. The Act of 
1866 did not confer any new power upon the secretary over the 
currency. He had the right under the legal-tender acts to retire 
and destroy notes, or to reissue them. The desire of the secretary 
to reduce the legal-tender circulation was well known, and the Act 
of 1866 was confined to an express limitation of his power 
to reduce the currency, without affecting in any way the power 
previously granted, of reissuing notes which had been retired. 


After conferring by previous acts, and in such express and positive terms, 
the power to reissue notes, it would seem that, had Congress designed by the 
new legislation to abridge that power, appropriate words to indicate that 
intent would certainly have been used.* 


* Senate Reports, No. 275, Forty-second Congress, Third Session, p. 6. 
™ Ibid., p. 11. 3 Loc. cit., p. 8. 
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The Act of 1868, the report goes on to say, was passed when 
any further contraction was thought to be inexpedient. 

While provision is thus made against any further reduction of the cur- 
rency for the time being, no language is introduced taking away or restricting 
the power of the secretary to issue and reissue notes within the limit originally 
prescribed.™ 
The act suspended merely the power to reduce the currency, but 
not to expand it. The several acts, then, bear this relation to one 
another: The legal-tender acts authorize a maximum circulation 
of United States notes of $400,000,000; below this amount 
reduction may be carried to any degree. The Acts of 1866 and 
1868 prescribe a minimum circulation of $356,000,000; beyond 
this the amount may be increased to $400,000,000 at the discre- 
tion of the secretary. There is no conflict between the earlier 
and the later acts; the limits of contraction and expansion are 
established, while, within these limits, the power of the secretary 
to expand or contract is left untouched. 

A decision of the United States Supreme Court is cited as 
upholding the view that the legislation of 1866 and 1868 did not 
alter the secretary’s power of expansion. In the case of Bank 
vs. Supervisors,®*> decided in December, 1868, the chief justice 
said: 

Under the Act of March 3, 1863, another issue of one hundred and fifty 

millions was authorized, making the whole amount authorized four hundred 
and fifty millions, and contemplating a permanent circulation, until resump- 
tion of payment in coin, of four hundred millions of dollars. 
Had the later acts effected any change in the secretary’s power of 
expanding the currency, the report urged, it would not have been 
overlooked by the court, since the decision was rendered 
subsequent to those acts. Remembering that, unless the legis- 
lation of 1866 and 1868 takes away the power of reissue given 
by the legal-tender acts, there is no other legislation which does 
so, it is clear that such power yet remains with the secretary, 
argued the report. 

Over against this ingenious and somewhat plausible line 
of reasoning, the majority report pointed out that the power of 

* Tbid., p. 8. %> Wallace, 26. 
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issue given by the legal-tender acts was carefully guarded, and 
could be exercised only if required by “the exigency of the public 
service.” The policy of issuing such notes was regarded as 
dangerous, and a maximum limit was clearly set and maintained. 
The Act of June 30, 1864, was a distinct assurance that the 
amount then outstanding should never be increased. 

At the close of the war the policy of the secretary to fund 
all short time obligations was clearly announced, and received 
congressional approval. But unlimited reduction of the United 
States notes congress was unwilling to grant; hence the Act of 
1866 placed a limitation upon the extent to which reduction of 
these notes might be carried. The notes were to be retired by 
being received in exchange for bonds, and the act expressly 
declared that no increase of the public debt should be made in the 
process of reduction. On this point the report says: 

To construe the act as permitting the reissue of United States notes can- 
celed under it would allow the secretary to increase the debt in direct vio- 
lation of the act. To evade the act he would only have to receive the notes 
in payment of a bond issued, and then cancel the notes and issue others in 


their place. In this way both notes and bonds would be outstanding. The 
plain intent of this act was to reduce and contract the currency.” 


The Act of 1868, continues the report, was passed when Congress 
had come to believe that contraction was being carried on too 
rapidly. The power of reduction given by the Act of 1866 was 
repealed, showing clearly that the reduction which had been 
effected under it was regarded as permanent. 

If the power to reissue had been a power coexisting with that of retiring, 
it is evident the Act of February 4, 1868, was unnecessary, for the evil to be 
arrested by that act could as well have been arrested by the reissue of the 
notes.” 


The legal-tender acts could not be construed to authorize the 
reissue of notes retired under the Act of 1866. The clear intent 
of the latter act was to secure a reduction of the currency, and a 
reissue of the notes retired in accordance with its provisions 
would nullify the end sought to be attained. In regard to the 


* Loc cit., pp. 2, 3. * Tbid., p. 4. 
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Supreme Court decisions** it was pointed out that the chief 
justice was not called upon to pass judgment on the later acts, 
and hence the decisions had no bearing on the question. It may 
be here noted that, although, as the majority report points out, 
the decision quoted does not give warrant for the interpretation 
placed on it by the secretary, still some legitimate criticism 
might be made of the words used. The legal-tender circulation 
was not, it can be safely asserted, even at the time of its issue, 
regarded as a “permanent” circulation, but as a temporary 
resource for the pressing exigencies of the time. The National 
Banking Act of February 25, 1863, was entitled “An act to pro- 
vide a national currency,” thus showing that a permanent national 
currency was not yet in existence, and provided a permanent sub- 
stitute for the legal-tender notes when they should have been 
paid.* 

The crucial point of difference in the two reports is as to the 
intent of the Act of April 12, 1866. What was meant by “retir- 
ing” notes? Was the reduction intended to be permanent or 
temporary? When the circumstances under which the act was 
passed are taken into consideration, it seems clear that a perma- 
nent reduction was intended. The recommendation of Secretary 
McCulloch in 1865, promptly followed by the resolution of the 
House of Representatives indorsing the secretary’s views, led to 
the introduction of a measure in Congress to enact them into 
law. The act, as finally passed April 12, 1866, while far from 
supporting fully the desires of the secretary, was nevertheless a 
step in the direction advocated by him—namely, the reduction of 
the currency as a means toward resuming specie payments, and 
the funding of all short-time obligations of the government. The 
bill which, as originally introduced, provided for the funding of 
all obligations of the government, whether bearing interest or 
not, was, as we have already seen, amended by a provision that 

8 See also Veazie Bank vs. Fenno, 8 Wallace, 537, in addition to case pre- 
viously cited. The expression there given is similar to, but not quite so pro- 
nounced as in, Bank vs. Supervisors. 


12 Statutes at Large, p. 665. The act was revised and became law on June 
3, 1864, retaining the same title (13 Statutes at Large, p. 99). 
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only a limited amount of United States notes should be retired. 
The retirement of this amount, however, was to be as complete 
and permanent as the retirement of any of the other obligations— 
as of the compound interest notes, or of the certificates of indebted- 
ness. The clause forbidding any increase of the public debt by 
the operation was a positive prohibition of their later reissue. 
A reissue would rob the act of power to effect a reduction of the 
currency, and thus defeat its purpose. 

With this interpretation of the Act of 1866, the claim that 
$356,000,000 of United States notes constituted a minimum 
beyond which the secretary could reissue at pleasure up to $400,- 
000,000 becomes untenable. The retirement of the notes had 
been effected by an exchange for bonds. If, then, the notes should 
be reissued, both notes and bonds would be outstanding, and the 
public debt would have been increased. 

The annual report of the secretary of the treasury, made 
December 2, 1872, contained no allusion to the recent reissue, 
but recommended that “the power to change the volume of paper 
in circulation, within limits established by law, should remain in 
the Treasury Department.” *° The annual movement of crops, 
he said, demanded an increase in the volume of the currency, 
which the banks should not have the power to exercise.* 

The resolution of the House and Senate, which have just 
been recited and discussed above, were subsequent to this recom- 
mendation, and the majority report of the Senate Finance Com- 
mittee was a clear denial that the secretary possessed the power 
claimed. No specific prohibition was passed, since it was generally 
understood that the right of reissue did not exist,** and that the 
secretary would not again exercise it. In view, however, of the 
later action of the secretary, it was unfortunate that definitive 
legislation was not enacted to prevent a recurrence of this arbi- 
trary action. In the Senate afterward Mr. Boutwell argued that 
the inaction of Congress was a virtual assent to the secretary’s 


“Treasury Report, 1872, p. xx. 
“ Tbid., pp. xx, xxi. 


“New York Commercial and Financial Chronicle, January 1, 1873; New 
York Nation, January 9, 1873. 
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authority, and even Mr. Sherman admitted that there was ground 
for it.*% 

The financial effect of the treasury action was not wholesome. 
The reissue had been made by purchasing $5,000,000 of bonds, 
for payment of which United States notes had been issued in 
excess of the $356,000,000 then outstanding. Five imillion dollars 
of gold was also sold for United States notes. The notes received 
in payment for the gold were placed on deposit with the New 
York City Banks, so that by the two operations $10,000,000 had 
been added to the bank reserves.** 

Temporary relief was thus afforded, but the situation soon 
became aggravated. The secretary began almost immediately to 
withdraw from the banks the greenbacks received from the 
sale of the $5,000,000 gold, and also to withdraw from circula- 
tion the greenbacks reissued in payment of bonds. By January 
4, 1873, all the bank deposits had been withdrawn, and about two 
and one-half millions of the reissued notes. This unsettled the 
money market and the stringency became more severe than 
before.*® The debt statements show the amount of expansion 
and the process of retirement to have been as follows: 


October 1, 1872 

November 1, 1872 

December 1, 1872 358,051,256 
January 1, 1873 358,557,907 
February 1, 1873 358,073,836 
March 1, 1873 


In March, 1873, Secretary Boutwell resigned and entered the 
Senate. Assistant Secretary Richardson succeeded him in the 
Treasury Department. Mr. Richardson had been an ardent advo- 
cate of the theory that the government could reissue greenbacks at 
pleasure, up to $400,000,000. As seen above, it was he who 
ordered the reissue in October, 1872, although Secretary Bout- 


** Congressional Record, Forty-third Congress, First Session, Vol. II, Part 1, 
PP. 704, 705. 

“Commercial and Financial Chronicle, November 11, 1872; Nation, January 
9, 1873. 

“ Nation, January 2, 1873 ; Chronicle, November 16, December 7, and 21, 1872. 
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well subsequently approved it. In the closing months of 1872, 
in a published statement, he asserted : 

Between that amount [$356,000,000] and the four hundred millions 

authorized by law, the issue of the reserve of forty-four millions of dollars 
is left to the discretion of the secretary of the treasury.“ 
In the same place he pointed out that during the month of Sep- 
tember, 1869, about one and one-half millions of United States 
notes were issued from the reserve to redeem an equal amount 
of 3 per cent. demand certificates which were suddenly presented 
to the Treasury for redemption. They were restored to the 
reserve, he said, in two weeks. No evidence of this reissue 
appeared in the monthly debt statement for October, 1869. 

It remained to be seen whether the new secretary would 
accept the report of the Senate Finance Committee and the 
opinion of the business world in regard to such reissues, or 
adhere to his own point of view. The debt statement for April 
I, 1873, showed an increase of United States notes of $2,509,- 
047. This was issued to meet current expenditures, made neces- 
sary by congressional appropriations.*7 By June 1 the amount 
was again down to $356,000,000. Enough had been done to 
indicate his attitude on the question. 

No further change in the amount of United States notes was 
made until the panic which occurred in the autumn of 1873. 
The failure of many business institutions brought a demand for 
Treasury relief in the form of reissue of greenbacks. The pre- 
vious instances of Treasury interference were seized upon as 
precedents for this demand. On September 20, 1873, the New 
York Stock Exchange was closed. Secretary Richardson 
announced that the treasury would purchase $10,000,000 of 
bonds at noon, but only about two and one-half millions were 
offered.*® . 

On September 21 President Grant and Secretary Richardson 
held a conference in New York upon the financial situation. 


“ Practical Information concerning The Public Debt of the United States 
with the National Banking Laws (2d ed., Washington, 1873), p. 40. 


* Nation, March 20, 1873. 


“* New York Chronicle, September 27, 1873. 
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Representatives of Wall Street recommended that the forty-four 
million “reserve” of United States notes be placed in the New 
York banks. The president and secretary were both opposed to 
this, and the announcement was finally made that the Treasury 
would purchase bonds in unlimited amount at not more than 
par in gold. Doubts as to constitutionality, it was said, pre- 
vented placing the forty-four millions at the disposal of the 
banks, but if the present policy did not give relief, the notes 
would be reissued despite the unconstitutionality.*® 

On September 22 nearly three and one-half millions of bonds 
were purchased, and nearly six millions of greenbacks were paid 
out in exchange for legal-tender certificates.°° On September 
23, $3,205,200 of bonds were purchased, and $1,322,000 of legal- 
tender certificates redeemed.51 On September 25 the secretary 
announced that no more bonds would be purchased; that all 
necessary relief had been given to legitimate business; that no 
part of the forty-four million reserve had been trenched upon; 
but he was quoted as saying that he would 
use it to a very limited extent, if it should become necessary to do so, not 
for the purpose of inflating the currency, but to pay ordinary expenses, with 
an intention of restoring the amount as soon as circumstances will allow.” 
At that date the Treasury had paid out for bonds purchased and 
certificates redeemed about twenty-four millions of currency.®® 

The efforts of the Treasury to afford relief to the money 
market were comparatively futile, if not indeed positively harm- 
ful.°* Most of the greenbacks disbursed by the Treasury went 
to the savings banks, where they were hoarded, and had small 
effect in allaying the panic.5* The rate on call loans advanced 
steadily, and from September 20 to September 27, the week in 
which the Treasury made its disbursements of currency, there 

* Springfield Republican, September 22, 1873. 

© Ibid., September 23, 1873. 

= Chronicle, September 27, 1873. ; 

52 Springfield Republican, September 26, 1873. 

53 Chronicle, September 27, 1873. 

% Kinley, The Independent Treasury, p. 189. 

% Chronicle, October 11, 1873. 
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were no rates quoted on call loans.5*® In his annual report the 
secretary stated that, although the currency paid out by the 
Treasury strengthened the savings banks and checked the general 
alarm to some extent, the disturbance of business “could not 
be avoided by any amount of currency which might be added to 
the circulation.” °” 

This report, dated December 2, did not make mention of 
the fact that an increase in the volume of United States notes 
had been made. Indeed, the statement was made that at the time 
purchase of bonds ceased no part of the forty-four million reserve 
had been issued.°* The debt statements for November and Decem- 
ber showed, however, that nearly $11,000,000 increase in United 
States notes had been made. The bond purchases had been car- 
ried to such an extent that the currency balance had been 
exhausted, and issues had been made from the “reserve” to meet 
ordinary expenditures, which had, since the panic, exceeded the 
revenue. It was pointed out that, had the Treasury retained its 
currency instead of purchasing bonds, the humiliating necessity 
of a reissue of greenbacks would not have occurred.®® 

The increase in United States notes appears as follows in 
the monthly debt statements : 


I BS eieciacinstcacicctencadme $356,000,000 
ND a icc taeinekannueseeecd ee 360,952,206 
SI A UR eiivcaeiaceckuuwdawetaaad 366,922,018 
I i 5 ac al og sae wha ane ania 381,715,437 
ME il WN Sint in cs ccecsecdcucdeccnniscsan 382,000,000 


The experience afforded by the above incident runs counter 
to Secretary Shaw’s opinion that it is wise to grant discretionary 
authority to the Treasury to enter the money market as a regula- 
tive factor. While the ineffectiveness of Treasury action to 
afford relief was demonstrated, the evil results were also appar- 
ent. An addition of $26,000,000 had been made to the irredeem- 
able paper currency of the country, and, to this extent, the 


® Chronicle, September 20 and 27, 1873. 
™ Treasury Report, 1873, p. xvi. 

 Ibid., p. xv. 

® Springheld Republican, October 3, 1873. 
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results of the Act of April 12, 1866, had been nullified. There 
is evidence that Secretary Richardson, although believing in the 
legality of the reissues—as we have seen—doubted the wisdom 
of reissuing in the fall of 1873.° But, feeling that the power 
of discretion was his, he yielded to pressure brought to bear upon 
him. Such action was distinctly injurious, and, in the light of 
this precedent, the opportunity for such a blunder should not be 
allowed to occur again. Neither is there sufficient ground for 
the statement that no secretary in the future would ever make 
an improper exercise of such authority. Politics in the United 
States is still too uncertain to predict the action of any secretary 
whom we may have in the future. While a rehabilitation of the 
crude and unintelligent fiat money doctrine is hardly conceivable, 
the silver agitation of 1896 is so near as to deprive us of any 
assurance that the financial education of the country has gone far 
enough to prevent a recurrence of monetary delusions. Unreason- 
ing hostility to banks, which has been a striking feature of the 
political and financial history of the United States, has not alto- 
gether passed away, and the probability that the future will bring 
us a secretary of the treasury who will conceive the interests of 
the banks to be inimical to the interests of the people is as great 
as the probability that we shall have one who is subservient to 
the banks. 

That there are defects in our currency system is patent. The 
problem of providing for an excess of revenues over expendi- 
tures—which has often occurred in our history—has never been 
satisfactorily solved. The receipts from customs duties, amount- 
ing in 1906 to approximately three hundred and five million 
dollars, cannot, under present provisions of the law, be deposited 
in national banks. Some means should be provided by which 
this money can find an outlet into the channels of trade. But 
this is an argument for revision of the sub-treasury law, not for 
granting autocratic power to the secretary of the treasury. 
There is need for a greater element of elasticity in our currency 
to meet the seasonal demands for movement of crops. It should 


© Springfield Republican, September 22 and 23, 1873. 
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be carefully noted, however, that this seasonal demand is not 
merely for increased note circulation, but for loans in the form 
of deposit credits. Instead of contenting himself with recom- 
mending a revision of laws which the business needs of the 
country have long since outgrown, Mr. Shaw asks for power to 
control the banks in the regulation of their loang, accumulation of 
reserves, and in the contraction and expansion of their note cir- 
culation. Here the question forces itself upon one: To whom 
should this power be given? To an independent, irresponsible 
treasury official, or to the banking institutions of the country 
which are in close touch with business conditions? Is not the 
Treasury ex natura in a position where it cannot possibly know 
the banking needs of the country, since it is not in contact with 
the world of trade? The words of Professor Dunbar on this 
point are worth quoting: 

It is, in fact, one of the great services rendered by the national banking 
system that, for a most critical quarter-century, it carried note issue and 
deposit banking side by side throughout the greater part of the country, 
under the management of a class of remarkably sound institutions, giving to 
the community many of the benefits of free banking with the minimum of 
its risks. As a substitute for this system, the issue of notes by the Treasury 
is as little to the purpose as the striking of coins by the mint; nor is there 
any machinery by which the operations of the Treasury can be made to 
perform the desired office. Happily, those operations are quite distinct from 
the commercial movement of the country, and are unsuited by their nature 
for any closer connection with it, even if such connection were expedient.” 


There must, it is true, be allowed to the secretary a certain 
degree of discretion. If for instance, the price of bonds is fixed 
by Congress, he should be allowed to determine the rate of interest 
they shall bear ; if the interest rate is fixed, he should be given dis- 
cretion as to the price of the bonds. Of course, if the secretary 
is to undertake the task of regulating the monetary situation of 
the country, he should have increased power. But the assump- 
tion of such a task is not the function of the Treasury. “Actual 
experience justifies the statement that the American people hold 
the secretary of the treasury quite largely responsible for financial 


®" Quarterly Journal of Economics, July, 1887, p. 413. 
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conditions,” says Mr. Shaw.®? If this be true—which is to be 
strongly doubted—it is due largely to the practice of the present 
secretary during his incumbency in office. That a proposition 
should be gravely advanced by a secretary of the treasury to 
make himself the dictator of the financial interests of the country 
is astonishing. It seems, however, to be only a somewhat radical 
expression of the present tendency toward centralization of 
powers at Washington, but one which, fortunately, stands small 
chance of encouragement from any source. 


EuGENE B. PATTon 
UNIVERSITY OF CHICAGO 





@ Treasury Report, 1906, p. 54. 


LABOR IN THE PACKING INDUSTRY 


Of the thirty thousand laborers at work in the Union Stock 
Yards of Chicago, twenty thousand are unskilled. The total 
thirty thousand means workers employed in the packing-houses 
as butchers, helpers, and those who cure and handle by-products 
directly. It does not include office help, nor men employed in 
handling live-stock for the Stock Yards Company. Most of the 
unskilled laborers reside on the west and southwest sides of the 
Yards. They have grouped themselves largely according to 
nationalities. 

One does not have to walk many steps from the University 
Settlement in the Stock Yards district to find prototypes of the 
characters in Upton’s Sinclair’s Jungle. Nevertheless, the pack- 
ers deny the inference to be drawn from Sinclair’s description 
for the same reason that southerners in general resent the indict- 
ment implied in Uncle Tom’s Cabin. The filth and bad odors 
surrounding the wretched laborers who crawl in the hide and 
hog cellars cannot easily be exaggerated, but it is a far cry from 
the animal life of many of the Lithuanian and Slovak workers 
to the manner of living that obtains among the Bohemian “aris- 
tocracy.” For a considerable fraction of the Stock Yards 
employees labor conditions are bad, but the home-life of those 
same workers is even worse. To one used to the American 
standard of living it may seem incredible that human beings can 
become adjusted to such surroundings. The fact, however, that 
these people live in just such conditions at even less cost in other 
parts of the world is the fundamental difficulty encountered in 
any attempt at a solution of the Stock Yards labor problem. 
These laborers are living the life and maintaining the social 
and economic standards to which they are wonted. To lift them 
out of their present degradation is a matter not so much of 
wages, as of education. 

The district immediately surrounding the packing-houses 
has been the scene of a constant shifting of its population. Before 

88 
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1890 the section north of Forty-seventh Street and west of 
Ashland Avenue was inhabited by Irish and German families 
that then represented almost the only laborers in the Yards. 
Nearly all these people came from other parts of Chicago. For 
a time they lived in comparative isolation, and seldom went 
back and forth into the main part of the city owing to the ten- 
cent street-car fare which was then charged from this district. 
Bohemian workers joined the Irish and Germans at an early date, 
and these were followed by the Poles. With the advent of the 
latter peoples the Germans and Irish began to move out of the 
old district and establish homes farther south, toward Fifty- 
first street. Later, when the Lithuanians and Slovaks began 
pouring in from southern Europe, the Bohemians and many of 
the Poles likewise moved southward. This induced the Germans 
and Irish to press on in the van, each in their direction, leaving 
the territory between Forty-seventh and Fifty-first streets to 
the Bohemians and Poles. The southern Europeans are grouped 
mainly according to nationalities, the Lithuanians and Slovaks 
being west of Ashland Avenue, while the Galicians and a few 
Slovaks are on the east side. These, with the Bohemians and 
the Poles, constitute the bulk of the Stock Yards laborers at the 
present time. The dirtiest work within the packing-houses, 
such as that done in the fertilizing departments and in the hide 
and pork cellars, is done mainly by Lithuanians and Slovaks. 
Work within the packing-houses, and especially in the cattle- 
killing departments, is graded variously from sixteen to fifty 
cents an hour. Most of the laborers begin work at the lower 
figure, and some are advanced gradually to better-paid jobs. 
The floormen and splitters are the highest-paid laborers on the 
cattle-killing floor, but comparatively few of those who work 
up from the lower ranks can split or aim to become splitters. 
The ambition of most of the men is to become floormen. How 
to reach this goal was a comparatively simple matter so long as 
the policy of the butchers’ union was enforced in the packing- 
houses. Since the collapse of the union in 1904, however, no 
definite system of promotion has prevailed. A personal friend 
of the foreman, or one of his own nationality, is now apt to be 
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chosen for a better job, in preference to the man who formerly 
might have laid claim to such a position by virtue of seniority in 
rank. 

In all grades of work it is obvious that each laborer is 
anxious to get the place of the one just a little above himself in 
rank and wages. This universal desire for the next man’s job 
makes each laborer fear lest he be superseded by the one next 
below. A sense of insecurity thus prevails all along the line. 
Even the man getting sixteen cents an hour knows that there 
are unemployed men at the gate who would be willing to take 
his work if they could get it. This conflict in interests between 
laborers is nowhere more clearly brought out than where the 
system of “go-betweens” prevails. A “go-between’” is one 
whose time is divided between different grades of work. The 
employer may not have enough men to do all the work graded 
forty cents an hour. Still, perhaps, the extra work is not suffi- 
cient to give an additional man full time. The employer may 
then have some laborer from the lower ranks work part time at 
the forty-cent rate and the remaining time at cheaper grades of 
work. In the meantime this “go-between” learns the forty-cent 
job. The other laborers working full time at the forty-cent rate 
now fear this man more than anyone else. They know that his 
chances to get one of their places are better than those of any 
of the laborers in the rank immediately below their own, since 
he is rapidly learning their trade. This explains, too, why the 
butchers’ union was opposed to the go-between system. 

Promotion is, of course, impossible in any event unless the 
laborer has opportunity to acquire the necessary training. The 
go-between system serves this purpose, but only a small fraction 
of the Stock Yards laborers are thus enabled to fit themselves 
for higher grades of work. While a few of the more aggressive 
workers may become fairly proficient in some new line of work by 
repeated practice during spare moments, the larger number of 
those who are advanced fit into the plan that prevails among the 
splitters. There are two classes of splitters: the main splitters 
and the neck splitters. Any strong man can do the work in the 
latter class. Skill as well as strength is needed by the main 
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splitters, however. When the foreman wants to put in a new 
mein splitter, he usually turns the beginner over to one of the 
old workmen, and the latter is then supposed to give the necessary 
instruction and aid, and be responsible for the results of the 
work. The old splitter generally tells the new man to take only 
the smaller animals at first and to quit as soon as the line of 
splitting is off the center of the back bone. In such cases the 
old splitter must finish up the work, covering up the defect, if 
there shall be any, as well as he can. The apprentice does not 
get the wage of a splitter during his period of apprenticeship, 
but is paid the wage he received while at his former job. When 
he has practiced on the smaller animals until he can split them 
safely, he tries the larger ones. It is common to hear splitters 
say: “There is a world of difference in bullocks.” Even after 
a man can split the largest animals correctly, he is not given 
the full wage immediately. Deduction is made from this for a 
time so as to make up for the mistakes made during the period of 
apprenticeship. 

Many of the laborers would be satisfied to work even though 
there were no prospect of promotion, provided the hours of work 
were reasonably steady. As it is, Monday and Saturday are, as 
a rule, only half-days. In the middle of each week the men 
have often to work overtime. Steadiness of employment also 
varies with the time of the year, the summer season being usually 
slack. Even though a man may get a good hourly wage, there- 
fore, his pay for the week may be small, since the weekly time 
is often only forty hours. 

The following table, showing weekly changes from 
June 24, 1905, to June 9, 1906, in (a) average weekly time, in 
hours, worked by the cattle-butchers, (b) the number of 
employees each week among cattle-butchers, represented as a 
percentage of the average weekly number for the year, and (c) 
the total number of hours worked each week by all the cattle- 
butchers, represented as a percentage of the average weekly 
number of hours worked by all the cattle-butchers, has been 
worked out from the pay-rolls of one of the large packing- 
houses. In the accompanying diagram the curves plotted are 
based upon columns (b) and (c). 
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EMPLOYMENT OF CATTLE-BUTCHERS IN THE STOCK YARDS, 
JUNE 24, 1905, TO JUNE 9, 1906 
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The irregularity thus made apparent is seen to be, not in 
the number of men hired at different times of the year, but rather 
in the amount of work done. This irregularity in employment 
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has been an important factor in promoting intemperance among . 
the Stock Yards laborers. While these men, as a group, and 
especially those from southern Europe, are very heavy drinkers, 
the evil has, no doubt, been aggravated because of the idle time 
forced upon the laborers. The packers, too, deplore the evil of 
unsteadiness in employment, but declare that conditions inherent 
in the industry, the great shipments of cattle on Mondays and 
Thursdays, and the wide variations in supply at the different 
seasons of the year, are the causes of the irregularity. 

It will be noted that neither the table nor the chart takes 
account of the daily fluctuations in employment within the week 
mentioned above, which are perhaps fully as mischievous and 
demoralizing as the seasonal changes. 

To those laborers who are accustomed to irregular times for 
work before coming to the Stock Yards the evils may not seem 
so great. This is especially true of the Lithuanians and Slovaks. 
because of certain habits and customs that prevailed among them 
in their native provinces, to which they cling long after their 
advent to this country. The average number of holidays observed 
by these people indicates that they are accustomed to considerable 
irregularity in their habits of work. When a wedding is cele- 
brated, the guests prolong the festivities, amid drinking and 
dancing, for a week. Three or four days are devoted to each 
funeral. At least a week, and sometimes two, is set aside each 
summer to a yearly celebration known as the. kalvreea. If we 
include the large number of religious holidays and the customary 
fifty-two Sundays, and make a conservative estimate of the 
average number of weddings and funerals attended by men of 
the class employed in the packing-houses, we find that 125 out 
of the 365 days of the year, or over one-third of the time, is 
thus occupied. 

It has been noted above that the people maintaining the lowest 
standard of living in the Stock Yards district live in just such 
conditions at even less cost in other parts of the world, and 
that this is the initial cause of whatever difficulty any attempt 
toward the solution of the Stock Yards labor problem presents. 
Let us examine the evidence furnished by a study of Lithuanians 
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and Slovaks of the class that prevails in the packing industry. 
None of these own land in their native country. All have served 
as hired help for farm labor. Until within four or five years, 
such men received from twenty to thirty rubles (about 
ten to fifteen dollars), including board and clothes, for a year’s 
work in their home districts. A hired girl’s wages would be 
ten rubles, or about five dollars a year, including board and 
clothing. The board afforded these people is easily described. 
Breakfast, which was their heavy meal, consisted of one of the 
following dishes: mashed potatoes and lard, or barley flour 
mush, or chopped beets boiled with salt pork, or sauerkraut 
and salt pork, or on some occasions other meat. Black rye 
bread would be served with one of the above. At noon they 
received soup from greens or from potatoes and a little flour. At 
the evening meal they were given either potato or barley soup. 
Meat was seldom forthcoming at the noon or evening meals. 
All their clothing was home-made and made by hand. They 
wore shoes on Sundays and holidays only. On work days a 
leather sole, called a nagenes, bound to the foot by means of 
home-made linen strings, was worn by men and women alike. 
The farm-houses were one story buildings containing from three 
to five rooms. None of the floors were made of wood, but were 
simply a hardened clay. These houses would have to accommo- 
date the farmer and his wife and children (six on the average), 
and from one to three hired girls; also from one to three hired 
men where these were not required to sleep in the barn. These 
laborers saved nothing from their wages. What little money 
they received was spent in a sociable way at the various festivi- 
ties. There was no inducement to save, and nothing in which 
they could invest their small earnings. 

People accustomed to such a standard of living in their home 
country are the kind who supply the major part of the poorest- 
paid labor in the Stock Yards. While now working at sixteen 
cents an hour or less, they are able to lay by a large portion of 
their earnings, even though they live more expensively than 
they could have thought of doing in their native country. It is 
customary for these men to board in groups at the home of one 





LABOR AND THE PACKING INDUSTRY 95 


of their countrymen. The landlady buys provisions at the grocery 
and meat-market for each of the boarders separately, and a 
separate book account is kept for each of the men at the store for 
such purchases. Each boarder pays his own book account at the 
store, and pays the landlady for preparing the meals, and for 
his lodging and washing. The average monthly expense is nine 
dollars on the book account, three dollars and fifty cents to the 
landlady, and three dollars or more per month for beer, a pint 
of which is consumed at each noon meal, and another in the 
evening. All the laborers buy both meat and beer—the food 
and drink they most enjoy. They could never have indulged in 
such high living in their native country, and they have all been 
accustomed before entering the Stock Yards district to living in 
crowded quarters. 

One new experience, however, comes to them after having 
worked a while in the packing-houses. They see money coming 
in at a rate they have never witnessed before. They translate 
their wages into the coins of their native country, and then the 
amount seems fabulous. Now for the first time they feel they 
are getting something worth saving. Moreover, there is an 
opportunity to invest money in real estate, and this appeals to 
many of the laborers. They have the opportunity to buy a lot 
on an easy payment plan—only fifteen dollars down, perhaps, 
and the rest in small instalments which their wages will permit 
them to meet. Those who are not interested in making an 
investment look forward to the time when they can take the 
savings of two or more years with them back to their native 
country. The writer knows of one laborer, who was among the 
lowest-paid men in the Stock Yards, who had accumulated two 
hundred dollars within a period of two years. 

The Slovak and Lithuanian girls working in the packing- 
houses at the low wage of five dollars a week also save a con- 
siderable fraction of their income. These girls do not live 
according to American standards, and could not under the cir- 
cumstances. By doing their own washing and preparing their 
own meals to a large extent, they do not have more than half 
the living expenses of the men. They never exceed six dollars 
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per month in their book account, and pay their landlady two 
dollars, making a total of eight dollars per month. 

Comparatively few of these people complain about their con- 
ditions. On the other hand, if any outsider speaks deprecatingly 
of their standard or shows signs of pity for their lot, they will 
often resent it. 

These people have their own societies and clubs, and all 
belong to the same church. It is very difficult for an outsider to 
gain their confidence. Such a privilege is limited to those of 
their own nationality, and especially to their priest. The writer 
called on one influential priest, and was met with the curt reply: 
“Very busy.” The offer was made to call later at some time 
that would better suit the priest’s convenience. Without even 
knowing the purpose of such a visit, he wheeled about and 
walked into another room, ejaculating as he went, “Busy all the 
time! Busy all the time!” 

The members of his “flock,’”’ too, are “busy all the time.” 
But their state of being busy is essentially static. The only 
dynamic force they themselves inject into their society is increase 
of population. Changes tending to better their conditions have 
invariably come from the outside. Packers regard the present 
standard of living of these people as an improvement over earlier 
conditions to which the laborers have been accustomed. Settle- 
ment workers make personal visits to the various hovels, and try 
to instil habits of cleanliness and decency. It is largely due to 
their influence that public baths, play-grounds, and reading- 
rooms have been placed in close proximity to the children of the 
Stock Yards laborers. And these children respond to the new 
and better environment thus afforded. It is a pleasure to see 
how they rise to higher planes of living. They are not willing to 
take jobs like those of their parents, and the restlessness thus 
made manifest is the most encouraging sign we have for their 
future. Another external force brought to bear on conditions 
of Stock Yards laborers is that of the butchers’ union. To a 
study of this, attention is now directed. 


In the fall of 1896 the American Federation of Labor was 
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asked to issue a call to local unions of butchers to send dele- 
gates to the next annual convention of the federation, for the 
purpose of organizing an international union of butchers. Five 
local unions were represented at the Cincinnati convention—two 
from packing-houses in Kansas City, two meat-cutters from New 
York state, and one representative from the general organiza- 
tion of Boston. The delegates thus assembled in convention 
drafted the constitution for the International Union of Amalga- 
mated Meat Cutters and Butcher Workmen of North America. 
All other local unions of butchers directly chartered by the 
American Federation of Labor were now obliged to take out a 
charter from this new international organization. The date of 
organization was January 26, 1897. 

The main purpose in thus forming an international union was 
to get uniformity, as far as possible in the wages and conditions 
of labor among cattle-butchers in the different localities. The 
lack of uniformity is evident when we compare conditions at dif-_— 
ferent packing centers. Thus, in Milwaukee, even now, butchers 
get only 50 per cent. of the wages paid in Chicago. The most 
highly skilled butchers in Milwaukee receive only twenty-five 
cents per hour, Only one man out of the two thousand in the 
packing business gets three dollars per day. In New York, on 
the other hand, the lowest weekly wage paid to cattle-butchers 
in packing-houses is eighteen dollars per week. The average 
wage received by a highly skilled butcher is forty dollars per 
week. The men are paid according to the piece-work system, 
but their speed is, on the average, no greater than that which 
obtains in the Chicago Stock Yards. A difference may be 
noticed, too, in the arrangement of the work. In New York, 
where kosher meat is prepared, the division of labor is not carried 
out so minutely as in Chicago. Thus, the floorman, who 
removes the hide from the side of the animal, is also feld-cutter 
and cuts open the animal. The cattle-finisher must be able to 
rump the back and split, combining the kind of work done by 
four different specialists in the large houses in Chicago. Atten- 
tion has been called to this lack of uniformity by the international 
union through the medium of its national officials. These 
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officials are a president, secretary-treasurer, and five vice-presi- 
dents, all of whom together constitute the international executive 
board. Similarly, each local union has a president, vice-president, 
corresponding and financial secretary, recording secretary, 
treasurer, and sergeant-at-arms, and these local officers consti- 
tute the local executive board. 

When the local unions were first organized, only skilled men 
were admitted. The organizations of unskilled workmen began 
to be formed in 1902. At the time of the strike in 1904, when 
the international union included fifty-six thousand members, 50 
per cent. of the membership was unskilled. The strike brought 
about a complete collapse of the unions of unskilled workers. 
Since then the packers have refused to enter into any agreement 
with these men. Previously, for a period of over a year, the 
packers at all the packing centers had been bound by an agree- 
ment with the unskilled workers. That is the only period in the 
history of the butchers’ union when the packers have been willing 
to deal with the unskilled workers as a body. 

Today the membership of the butchers’ union is only one- 
half what it was in 1904. It consists of skilled workers only, 
except in cities like Baltimore, Cincinnati, Louisville, Ky., and 
Evansville, Ind., where half the membership is unskilled. In 
these four cities, it may be noted, the unskilled workers are 
employed in independent packing-houses outside of the “big 
six.” 

When the international union was organized, it was decided 
to hold conventions annually. Since 1900, however, the meetings 
have been biennial. Each local union sends delegates to the inter- 
national conventions. The representation has changed from time 
to time to suit the growth of the organization, until at present 
each local is entitled to one delegate for the first two hundred 
members or fractional part thereof, and one additional delegate 
for each additional five hundred members or major fractional 
part thereof. These delegates serve merely at the convention to 
which they are elected. The seat of government has been fixed 
at Syracuse, N. Y., and it is required that “the president or 
secretary-treasurer of the international organization shall reside 
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in the city where the general office is located. Any change of 
headquarters shall be left to the decision of the international 
executive board.” 

The executive board is the supreme power of the inter- 
national union.1 If matters are placed before the secretary- 
treasurer or president, and these officials do not see fit to decide 
the matter independently, they submit it to the executive council, 
and final decision is rendered by a majority vote of that body. 
The members of the first international] executive council received 
no salary, and continued their respective trades in packing-houses 
or meat-markets. The secretary-treasurer became a salaried 
official in 1899, and the president in 1900. These two officials 
have since then devoted all their time to official work. 

Since 1904 the international union has provided for death 
benefits. Up till that time death benefits were maintained by 
nearly all the local unions. These abolished it when the work 
was taken up by the international union. The members of 
local unions pay thirty cents per month to the international body. 
Of this, fifteen cents goes to the general-expense fund, ten cents 
to the strike fund, and five cents to the death fund. A fifty- 
dollar death benefit is paid where the deceased has been a mem- 
ber of good standing for six months. This sum is increased 
to one hundred dollars if the deceased had been member for a 
year, and to one hundred and fifty dollars where the member- 
ship was three years. The total amount of strike benefits paid 
out by the union exceeds one hundred thousand dollars. 

The membership of a local union usually consists of laborers 
of some one department. Where the departments are small, 
as in some of the smaller cities, several may unite to form a mixed 
local. In Chicago a few of the meat-cutters’ local unions have 
been organized according to nationalities, such as the Bohemian 
meat-cutters, Hebrew meat-cutters and German sausage-makers. 
The members of local unions pay an entrance fee and monthly 
dues. Among the Chicago unions it has been found impossible 
to compel members to attend the regular meetings of the locals. 


* Appeal to the union body as a whole has been made possible through the 
adoption of the initiative and referendum. 
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In many other cities, however, a fine is imposed where a member 
is absent from more than two consecutive meetings without 
reasonable excuse. The meetings are usually held twice a month. 
Each member is provided with a due-book, which is stamped 
when the monthly dues are paid. Before a member can gain 
admittance to any meeting he must give the pass-word, and also 
show that his due-book is stamped up to date. Qualifications for 
membership are passed on by an investigating committee. 

Each union has its house or shop committee, which consists 
of three members elected semiannually. It is the duty of this 
committee to hear grievances presented either by members of 
the union or by the representative of the company. Wherever 
the committee finds itself unable to settle the matter presented, 
it is either referred to the local executive council or brought 
before the local union at its next meeting. In practice such 
matters are usually presented at a meeting of the local union. 
The house committee always consists of laborers in the craft 
represented by the union. Inasmuch as a union includes within 
its department several branches of work, care is usually taken to 
have the different forms of work represented in the committee. 
The committee members receive no pay for their services. Any 
laborer who is unable to get a fair hearing before the house 
committee can report to the business agent, who in turn would 
report at the next meeting of the local union. The committee 
are then asked to clear themselves of the charge made, and, if 
unable to do so, are discharged, and a new committee is 
appointed. Although semiannual elections are held, the commit- 
tee members are usually re-elected so as to serve year after 
year. The bulk of the work is generally left to the chairman of 
the committee. He settles many of the questions that arise, and 
calls in the other members of the committee for only the more 
important matters. 

Nearly every local union has a business agent.? It is his 
duty to collect the regular dues, solicit membership, secure the 
signature of employers to contracts and agreements where such 
exist, and try to unionize shops not thoroughly unionized. The 

*In 1904 Chicago had twenty-six local unions and eighteen business agents. 
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business agent is expected to devote all his time to such work. 
He is the only salaried official in the local union. His wages 
vary from twenty dollars to twenty-seven dollars and fifty cents 
per week. Most of his work now consists in collecting dues 
and trying to get new members. The office of the business 
agent was established at the Cleveland convention in 1900. The 
business agents have often been men who were ignorant as to 
conditions of the labor movement as a whole. Nevertheless, 
they have been thoroughly familiar with the work performed in 
their own departments. Many of these men have realized that 
they wielded power in their control of labor, and have often 
used such power to advance their own individual interests. 

In section 4, Article IV, of the constitution of the Amalga- 
mated Meat Cutters and Butcher Workmen of North America 
we read: 

In any locality covering a radius of twenty miles or less, where there are 
three or more local unions of Amalgamated Meat Cutters and Butcher Work- 
men, there shall be formed a Packing Trades Council; but no local union 
shall be eligible to affiliation therewith, excepting such local unions as are 
chartered by the Amalgamated Meat Cutters and Butcher Workmen of North 
America. 


The above section is the revised form as adopted in May, 1904. 
In 1901 it was intended to limit membership to those unions 
chartered by the international organization, but it was not so 
specified at the time. Shortly after the council was first 
established, unions of coopers, firemen, engineers, and others who 
applied for admission were taken in. These continued to hold 
their seats until the revision of the constitution of the inter- 
national union in the spring of 1904. The first packing-trades 
council was organized in Chicago in August, 1901. Other coun- 
cils were organized soon afterward in New York City, Kansas 
City, South Omaha, St. Joseph, East St. Louis, and San Fran- 
cisco. All of these continued to exist until after the strike in 
1904. Those in New York City and Chicago have been active 
until the present time. The latter included in its membership, at 
one time, all the local unions in the city connected with the meat 
industry, except the teamsters’ union. The aim and purpose in 
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organizing such a council was to bring the local unions into close 
touch with each other, so as to make the grievance of one the 
concern of all; also, to further movements which could not be 
advanced by the local unions separately. 

The packing-trades council is made up of delegates from the 
different local unions eligible to membership. For the first one 
hundred and fifty or less number of members each union has a 
representation of two delegates, and for each additional one 
hundred and fifty members one additional delegate. These dele- 
gates serve for a period of one year. Meetings of the council are 
held at least twice a month. 

As originally organized in 1901, each packing-trades council 
had a president, vice-president, recording secretary, financial and 
corresponding secretary, who also acts as business agent, a treas- 
urer, sergeant-at-arms, three trustees, and an executive board of 
five members. Last May the international executive council 
ordered a change in the number of officials within the packing- 
trades councils both in New York City and Chicago. The office 
of president was abolished, and in his place a temporary chair- 
man is now to be selected at each meeting of the council. While 
the other officers served for one year previously, they are now to 
be elected every six months. Questions of jurisdiction arising 
between locals are no longer determined by the packing-trades 
council, but are decided exclusively by the international execu- 
tive board. The packing-trades council had in many localities 
assumed the function of the international executive board, and 
this is why the powers of the former body were curtailed. 
Shortly after the defeat of the butchers in the strike of 1904, all 
the packing-trades councils, except the two in New York City 
and Chicago, were disbanded. This followed as a result of the 
packers’ refusal to have any further dealings with the officials 
of these bodies. It may be noted that the present packing-trades 
councils are found in two cities where there are independent 
packing-houses neither owned nor controlled by the “big six” 
companies. Moreover, in all those cities where the packing- 
trades councils have ceased to exist (except on the Pacific coast), 
the stock yards and packing-houses are all owned by some or all 
of the “big six” companies. 
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In 1902 and 1903 the union through its house committees 
arranged a definite system of promotion for laborers. Thus, 
the man who began work by raising gullets would become a 
foot-skinner, and he in turn could become a leg-breaker. The 
last-named could be advanced to the position of a feld-cutter. 
The next higher step was the work of the rumper. Above this 
again was the work of the floorman; and, as already mentioned, 
the ambition of most of the men is in the direction of this job. 

According to the union regulations as enforced in 1902 and 
1903, a vacancy in any of the ranks would be filled by the oldest 
in employ from the rank next below, provided the union did not 
have among its unemployed one who was a specialist in such 
work. The plan of promoting according to seniority in employ- 
ment was rigidly followed by the union; but if the man thus 
promoted could not fill the place, he would have to yield to the 
next in rank. From 1901 to 1904 a boy could rise from one 
grade to the next, but no one was permitted to skip any of the 
grades of work; that is, no boy raising gullets or breaking legs, 
for example, would be permitted to become floorman directly, 
but had to rise gradually from job to job. There was a while 
when it might happen that a laborer working as leg-breaker 
would at odd times practice on the work of a floorman. In a 
short time such a laborer might go to some other city and hire 
out as floorman. In order to prevent this, the cattle-butchers’ 
union, with the sanction of the international organization, estab- 
lished a system of transfer cards, 1901. These cards were issued 
to members of the union desiring to go to some other city, and 
showed the kind of work the owner had been doing and in what 
line of work he was proficient. These transfer cards were issued 
by the secretary of the local union, but the local shop or house 
committee was judge of what should go on the card. A laborer 
seeking employment in a packing-house of some other city would 
have to show his transfer card to the house committee in the 
department where he sought work, and they would determine 
the grade of work to which he was eligible. 

Again, if a certain gang were needed by the packers in their 
busy season, it was the policy of the union to compel the packers 
to retain the same number of men in slack seasons. The packers 
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thought it better to lay off some men in the slack season and 
so give to the others full time. The union, on the other hand, 
insisted that all should be retained, even though none got full 
time during the slack season. They held that this was not only 
the more humane plan, but that it was the better way from a 
business view-point. Their argument was that the price of labor 
is not fixed by the man at work, but by the man at the gate. 
More men would be at the gate during slack seasons if 
the packers were permitted to carry out their policy, and the 
standard of wages would be lowered accordingly. 

The policy of the butchers’ union in its relation to the princi- 
ple of the closed shop, the union label, the minimum wage, 
entrance fees, and the boycott, may also be noted briefly. No 
closed-shop agreement was made or carried out in any packing- 
house in America until in the spring of 1906. At that time the 
companies and employees in all the packing-houses in Evansville, 
Ind., and in nearly all the packing establishments in Louisville, 
Ky., agreed to abide by the union-shop agreement. This agree- 
ment provides that the packers shall employ in their establish- 
ments only union men, or men who are willing to become union 
men. The unions have also prepared a union stamp, which 
they try to have placed on all meats sold by their employers. 
Some employers, friendly toward the union and even bound 
by the union-shop agreement, are nevertheless unwilling to adopt 
the use of such a stamp, because they claim the large packing 
companies will then invade their market, purposely undersell 
them, and drive them out of the business. This objection to the 
use of the union stamp was mentioned recently by large packing 
firms in Evansville, Ind.; and the same difficulty was pointed to 
four years ago by Mr. Jacob Dold, when he was asked to adopt 
the union label in the Dold packing-houses at Buffalo, N. Y., 
Kansas City, and Wichita, Kan. 

While no union shop agreement existed in any packing 
house until last May, the same has been in force among the 
meat-cutters ever since the formation of the international union 
in 1897. All retail markets that become unionized must adopt 
a union-shop agreement. Such markets are provided with a 
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union market card, which certifies that the meat-market is con- 
ducted in accordance with the rules of the Amalgamated Meat 
Cutters and Butcher Workmen of North America, American 
Federation of Labor. The card is not to be placed in any market 
without the permission of the international union, and may be 
removed by them at the discretion of the international secretary- 
treasurer. The rules for the union meat-market provide that all 
employees shall be union men, or willing to become union men. 
They also provide that the employers shall abide by a uniformly 
established time for closing the markets, which in most cases 
includes strict Sunday closing. When conferences were first 
held between the international union and the meat-dealers’ asso- 
ciations in the East, it was agreed that the daily hours should be 
from 6 A.M. to 7:30 P.M. This working-day has been gradually 
reduced, until now the markets open at 7 A.M. and close at 
6 p.M. in all the union markets in the East. Through the 
influence of the international union, a bill was introduced into 
the legislature of the state of New York, providing for Sunday 
closing of all meat-markets, and making it a criminal offense to 
sell, expose for sale, or deliver any fresh or salt meats or meat 
products. The measure was bitterly fought by the Hebrew 
meat-dealers, even the Jewish unions opposing the measure. 
The bill was passed, and has been declared constitutional by the 
courts. 

In Syracuse, Utica, Albany, Rochester, and other cities in the 
state of New York, the meat-cutters’ union has arranged with 
the employers for a minimum wage of twelve dollars per week 
for meat-cutters. This does not affect the wages paid the 
apprentices or delivery boys employed in these establishments. 
In this connection it will be remembered that the demand by the 
butchers’ union for a minimum wage for unskilled labor in the 
packing-houses was what provoked the great strike of 1904. 

The attitude of the union toward unfair goods is reflected in 
the position taken by the American Federation of Labor. The 
latter body has sanctioned the publication in its official journal 
of the names of companies that are deemed unfair in their atti- 
tude toward organized labor. Such names are included in a list 
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under the caption “We Don’t Patronize,” and may be seen in any 
copy of the American Federationist. This journal also publishes 
the names of those companies that arrange a settlement with the 
federation. If any packing-house is deemed unfair toward the 
butchers’ union, arrangement will be made with the federation 
to have such a company included in the above-mentioned list. 
Whenever the American Federation of Labor indorses the publi- 
cation of a company on the unfair list, organized labor every- 
where is officially notified not to patronize any business houses 
using the products of the unfair company. When this system 
of boycott was first established, the list published was very large. 
At the convention of the federation held three years ago, the 
provision was so modified as to limit the numbers of names 
published. Thus, 

an international union is not allowed to have published the names of 
more than three firms at any one time. Similar course is followed when 
application is made by a local union directly affiliated with the American 
Federation of Labor. Directly affiliated local unions are allowed the publica- 
tion of but one firm at any one time. 


When a boycott is levied on some meat company, and this is 
indorsed by the American Federation of Labor, all local unions 
are notified to that effect. The products of the unfair firm can- 
not thereafter be handled in any of the union meat-markets. The 
union card would be removed from any shop handling the goods 
of the boycotted company. 

The regulations of the butchers’ union with reference to the 
use of initiation fees afford interesting comparison with those of 
the Packing House Teamsters’ Union of Chicago. The latter 
union charges a fee of twenty-five dollars to all applicants for 
membership. To that union body it is a paying proposition to 
have old members drop out and new members come in, as this 
affords an important source of revenue. In contrast with this 
notice the regulation passed at the last convention of the inter- 
national union of butchers. It was decided that 


members in good standing in any organization of meat-cutters, coming from 
any foreign country, shall be admitted upon presentation of their membership 
card, without charge. 
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Moreover, no local union has ever been permitted to charge an 
initiation fee exceeding five dollars. 

In addition to those policies of the international union referred 
to above, mention should also be made of certain demands urged 
by the packing-trades councils. These councils have been vigor- 
ous in their denunciation of convict labor, wherever the products 
of such labor is offered in the open market in competition with 
similar products of other labor. They have agitated child-labor 
laws, and were among those who urged the adoption of the bill 
recently enacted by the legislature of Illinois. They have also 
asked the packers to abolish the present system of paying laborers 
by the check system. They hold that all laborers should be paid 
in cash. At present, only one of the big packing-houses in the 
Chicago Stock Yards uses the cash system. 


CarL WILLIAM THOMPSON 
University oF SoutH DaKoTa 


It is estimated that more than 95 per cent. of the checks issued to the 
laborers in the Stock Yards are cashed in saloons. The sign, “Packing-house 
checks cashed here,” is conspicuous in many saloons near the stock yards of the 
large packing centers. Whenever a saloonkeeper cashes a check, he always retains 
the odd cents, if there are any. Then, too, custom demands that the man 
cashing a check shall buy a glass of beer, and if any fellow-workers are present, 
as is usually the case, the owner of the check is supposed to set up drinks to the 
crowd, sometimes including the bartender. Even more important than this to 
the saloonkeepers is their use of a credit system, made possible under the check- 
payment plan. The saloonkeepers learn the amount of wages paid their patrons. 
The drinks are then sold on credit, the amount being gauged in some proportion 
to the size of the laborer’s check. When the check is brought in to be cashed, 
the saloonkeeper deducts the amount due him and turns over the balance. The 
saloonkeeper is enabled to make much greater sales under such a plan than he 
could where the cash system is used. This is well illustrated by conditions in 
Kansas City, Kan., five years ago. While Kansas has a prohibition law, no attempt 
was made to enforce it in Kansas City at that time. All the packers were asked 
to abolish the check system. The “S. & S.” company agreed to pay their laborers 
in non-negotiable orders drawn on a certain bank located near their packing- 
houses. This, of course, made it impossible for the laborers to cash their 
checks at any other place than the bank on which the checks were drawn. The 
officials of this bank agreed to keep their offices open on the evenings of each 
pay-day. The saloonkeepers around the “S. & S.” packing-houses immediately 
raised a protest. One of them told an official of the butchers’ union that the new 
system would drive him out of business. He explained that he had several 
hundred dollars due him for drinks credited during the week. Not being given 
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the opportunity to cash the checks, he would be unable to collect more than a 
fraction of this, and could not think of extending credit in the future as he 
had heretofore. He affirmed that it would not pay for him to try to run his saloon 
under a cash system. It is a well-known fact that several saloonkeepers moved 
away from the vicinity of the “S. & S.” houses after the above-mentioned change 
was made. 

On Ashland Avenue, near the Chicago Stock Yards, the saloonkeepers get 
in most of their money today indirectly by the cashing of checks. Here the 
saloonkeepers are largely ex-employees in the Stock Yards, each of which has 
his circle of friends from “packing-house” days. These men make nearly all 
their money on beer sales, that being the customary drink. Of the wholesale 
houses, the breweries do most of the business with these saloons, and therefore 
take the greatest interest in the saloon traffic of this region. It is not uncommon 
for saloonkeepers to have money advanced them by breweries in order that they 
may be able to cash the checks that come in. Brewery companies own many of 
the saloons and are the owners of the fixtures in nearly all the saloons on Ash- 
land Avenue, north of Forty-seventh Street. That the saloon traffic pays in this 
region is evident from the number of saloons. In one block on Ashland Avenue 
where there are thirteen buildings, all are saloons except one. Moreover, since the 
license was raised, last spring, from five hundred to one thousand dollars, 
practically none of the saloons in the above territory have gone out of business. 





NOTES 


THE SENSE OF THE STATE 


Thirty-five years ago, when Japan emerged from the feudal 
system and started to adopt the institutions, the form of govern- 
ment, and the laws of western nations, the leaders of this movement 
invited experts from Europe and America to aid them in the task 
of reformation. The new government was face to face with a 
programme of enormous difficulty and complexity. Japan needed 
a total reorganization of the national and local governments. She 
needed to create a modern army and navy; to establish banks, tele- 
graphs, railways, a postal system, schools, a university. She had 
the task of revising the laws for the transfer of land and other 
property, personal and real; to abolish the old Chinese system of 
medicine, and to replace it with a more rational system ; to organize 
a new method of local and national taxation, and a thousand other 
indispensable necessities of modern civilization. Wisely then did 
the Japanese invite the assistance of foreigners in this great work; 
and, as it happened, nearly all the early advisers were Americans. 
America at this time held a high place, not only in the affections, 
but in the judgment, of the Japanese. It was due to an American, 
Commodore Perry, that Japan had in part abandoned her policy of 
seclusion, and it was due to another American, Townsend Harris, 
less known but as much entitled to credit as Commodore Perry, 
that the treaty was enlarged and certain available treaty ports were 
thrown open to the commerce of the world. 

In nearly all the various departments of the reorganized Japanese 
government American advice was followed. America was the home 
of individual initiative, of personal liberty; and in the years 
following the downfall of the Shogunate, 1869-72, these ideas were 
guiding-stars to the Japanese. In the field of economic develop- 
ment the influence of Americans was absolutely decisive at this 
time, as a single instance will indicate. A banking system for the 
issue of notes was necessary, and in accordance with American 
advice a national banking system was established precisely on the 
lines of the American national banking system. The first law was 
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passed in 1872, and several banks of issue were organized under 
this law. Later, in 1876, the law was amended, and a larger num- 
ber of banks of issue were established. These banks for the most 
part had a charter for twenty years. The note issue was based, 
just as in the case of the American system, on a deposit of govern- 
ment bonds. 

The position of Japan in regard to reforming her institutions 
was and is peculiar in this respect, that she had no preferences 
or exclusions, no traditions or shibboleths, in the matter of choice 
beyond the absolute merits of each case. Before her at this time 
(1870) were the civilizations of Europe and America to select from, 
and she went to work in a quite practical and hard-headed manner 
in the matter of selection. She profited quickly by experience, and 
when she saw that a given line of procedure was not advantageous, 
she quickly abandoned it for something better. Her experience 
with the national banking system was very unsatisfactory. It was 
found that business and credit were unstable; that there was 
restriction when an extension of credit was desirable, and expansion 
when conservatism was needed. At last a commission was appointed 
to go abroad to investigate all modern banking systems. After a 
very thorough examination, the commission recommended the 
establishment of a central bank of issue, mainly on the model of 
the Bank of Belgium. In accordance with this report, the Nippon 
Ginko was chartered—a semi-government institution with a capital 
of 30,000,000 yen, of which the government itself was to hold a 
considerable fraction. It has a monopoly of the note issue of the 
empire, and several branch banks in the larger commercial centers ; 
its profits are shared with the government, and it is a government 
depository. Above all, it can expand its note issue at will beyond 
the legal limit on payment of a tax of 5 per cent. on the excess to the 
government. The unanimous opinion of Japanese authorities is 
that the bank is an immense improvement on the older segregated 
banking system, and has provided a far more stable credit machinery 
for the commercial interests of the country. 

Many other instances could be given showing how in the first 
intention American advice was followed in Japan, and then later 
discarded. The mode of transferring land was at first copied liter- 
ally from the American method. Later on transfer of land through 
a land office was substituted for the cumbrous and expensive 
American system. During the past year the Japanese government 
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has entirely reversed its old policy with regard to railways. It has 
purchased all the private lines and merged them into one compre- 
hensive system of state railways. 

What is the criticism that the Japanese and the European advisers 
of the Japanese government make with regard to American advice 
and American ideas? It is this, that Americans do not have an 
organic, comparative, or coherent idea of a national policy. All 
their conceptions, and the advice based on these conceptions, are 
scattered, fragmentary, and unrelated. America, the Japanese 
believe, no doubt has good institutions in spots, but it does not 
work them out organically. Now, the Japanese, above all, desire a 
strong state as a base for further growth and reform. There must 
be a definite purpose in the general scheme of political development. 
They dislike the American method of individual and fragmentary 
opinionativeness, and prefer the European method of finding as 
much common ground as possible for all parties, and uniting on this 
as a working basis. 

Recently an English writer, Mr. H. G. Wells, who has been 
studying America and American opinions, has in a very acute way 
pointed out this characteristic quality of the American mind. In 
his volume of criticism, entitled The Future in America, he has a 
chapter on “State Blindness in America.” The criticism is so perti- 
nent that no American with a vision taking in more than merely 
his own private interests can read it without benefit to his intellectual 
horizon. It is precisely the sort of criticism that an experienced 
and educated Japanese would make from his own knowledge of 
American ideas and American advice. Says Mr. Wells: 

First and chiefly I have to convey what seems to me the most significant 
and frequent thing of all. It is the matter of something wanting, that the 
American shares with the great mass of prosperous middle-class people in 
England. I think it is best indicated by saying that the typical American has 
no “sense of the state.” I do not mean that he is not passionately and 
vigorously patriotic. But I mean that he has no perception that his business 
activities, his private employments, are constituents in a larger collective 
process; that they affect other people and the world forever, and cannot, as 
he imagines, begin and end with him. He sees the world in fragments; it 
is to him a multitudinous collection of individual “stories’—as the news- 
papers put it. If one studies an American newspaper, one discovers it is 
all individuality, all a matter of personal doings, of what so and so said and 
how so and so felt. All these individualities are unfused. Not a touch of 
abstraction or generalization, no thinnest atmosphere of reflection, mitigates 
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these harsh, emphatic, isolated happenings. The American, it seems to me, 
has yet to achieve what is, after all, the product of education and thought, 
the conception of a whole to which all individual acts and happenings are 
subordinate and contributory. 

The tendency of the typical and successful American is to look 
at all state and social activities largely through the medium of his 
private and personal interests. “What are we here for, if not for 
che offices?” is but a crude form of this kind of thinking. The 
japanese feel this. While they value personal liberty as intensely 
as any people, they abhor the fragmentary view of life. Individu- 
ally the Japanese may not be as shrewd, as clever in business, as the 
Chinese. But they have what the Chinese have not—a “sense of the 
state,” of the immense importance of collective and civilized action, 
of wise organization, of social discipline. This is the secret of 
their successes in war, in commerce, in their various competitions 
with the nations of the West. 

GARRETT DROPPERS 

University oF CHICAGO 


RICARDO AND MARX 


The philosophic foundations of political economy were of no 
great concern to Ricardo. He thought in practical terms of busi- 
ness life, and not upon the assumptions upon which his theory was 
based. He was a man of affairs rather than a scholar. He lived 
during the the time of the industrial revolution, when enterprises 
were carried on largely under the entrepreneur régime. He was 
concerned with the proportional distribution of the products of 
industry. The question of cost was for the most part a commodity 
cost to the entrepreneur. The questions of concern are: What is 
the process by which the entrepreneur gets the portion of the 
product falling to him? And under what circumstances and 
influences does it vary? The same inquiries must be made con- 
cerning wages and rent. 

Ricardo’s age in England was distinctly an industrial era, and 
he was intimately connected with the business life of his time. 
The man who thinks in terms of the industrial process must express 
himself in quantitative terms of time and mechanical efficiency. 
This may account largely for his habit of speaking in mechanical 
terms. Ricardo doubtless had philosophical assumptions, but they 
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were not the subject of his speculation; and perhaps they controlled 
his theory less than the facts of the industrial process in which he 
moved. 

There appears less of the pleasure-and-pain calculus in 
Ricardo than in the other classical economists. There seems to be 
an unconscious assumption of a rough parallelism between the 
mechanical labor-time cost and the pain-cost. At least the distinc- 
tion between pain-cost and labor-time cost did not seem to him 
important. This appears in such expressions as the following: 

The estimation in which different qualities of labor are held comes soon 

to be adjusted in the market with sufficient precision for all practical 
purposes, and depends much on the comparative skill of the laborer and the 
intensity of labor performed. The scale, when once formed, is liable to 
little variation. If a day’s labor of a working jeweler be more valuable than 
a day’s labor of a common laborer, it has long ago been adjusted, and 
placed in its proper position in the scale of value.’ 
Assuming that there is an ordinary intensity of the application of 
labor in the various pursuits, and also that a certain number of 
hours ordinarily count for a day’s labor, Ricardo finds it possible 
to speak of amounts of labor in a somewhat mechanical way, rather 
than in terms of pain or disutility. He looked at the process as 
the entrepreneur would see it. It is amounts of labor in terms of 
time and mechanical efficiency that concern the manager. As above 
noted, it would seem that Ricardo assumes a given degree of 
intensity of application of labor for a given length of time to be 
ordinarily accompanied by about the same expenditure of human 
life and about the same amount of discomfort. 

Before any discussion of the essentials of his theory it seems 
necessary to examine briefly some of the terms of frequent occur- 
rence in his Political Economy. In discussions of value the terms 
“real value” and “relative value” are frequently used. The relative 
values of commodities are determined by the comparative amounts 
of labor required to produce them (p. 11). This is exchange 
value, and is seemingly the sense in which the word is, in most 
cases, used in the chapter on value. But in the use of the term 
“real value” there seems to be, in the mind of Ricardo, a more abso- 
lute value than the value ordinarily spoken of as exchange value. 
It was possibly this kind of value which Ricardo had in mind when 
he wrote: 


1Gonner’s third edition of Ricardo’s Political Economy, p. 15. 
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If any one commodity could be found which now and at all times requires 

precisely the same quantity of labor to produce it, that commodity would be 
of an unvarying value, and would be eminently useful as a standard by 
which the variations of other things might be measured.’ 
It is also this type of value which the author has in mind when he 
discusses the value of the total mass of capital.* In order that the 
whole product of labor may have a mass value, some such concep- 
tion of value seems necessary. “Natural price” corresponds to real 
value. It does not correspond to actual price—just as real value 
does not, in general, correspond to actual value. Real value depends 
upon the amount of labor that has been crystallized in the com- 
modity produced. In the Marxian political economy there is a more 
complete elimination of the pleasure-and-pain considerations in con- 
nection with economic theory. Ricardo assumes the pleasure-and- 
pain calculus, but develops the subject more in terms of the material 
calculations of the entrepreneur than in the language of the utili- 
tarian philosophy. Although Ricardo writes of profit as a remunera- 
tion to the entrepreneur for waiting or the postponement of con- 
sumption, he makes no attempt to show a parallelism between the 
amounts of discomfort and remuneration. The amount of profits 
was discussed in terms of an amount left over after the payment of 
rent and necessary wages. Marx has made the complete trans- 
formation and entirely eliminated the idea of equality between 
amounts of discomfort and remuneration. The terminology of 
Marx also bears a resemblance to that of Ricardo. The term “value” 
in Marxian theory has a meaning similar to that of “real value” 
in the Ricardian phraseology. 

Ricardo seems to regard his theory of wages as the key to the 
problem of distribution. As rent is not, in his theory, a part of the 
problem of value, the more difficult complications arise in connec- 
tion with the distribution of the products going to the laborers and 
entrepreneurs. As rent is a differential, depending on the fertility 
of the soil and upon advantages of position, the difference between 
the value-productiveness of the poorest soil which must be culti- 
vated to bring forth an adequate supply, and that of the most 
fertile soil will constitute the rent of the most fertile soil. If A, B, 
C, D, represent the value-productiveness per acre of soils having 
respectively all the varying degrees of productive advantage, and 

2 Op. cit., pp. 11, 12. 

* Ibid., p. 72. 
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G, H, K, L, the number of acres in each class, then the whole amount 
of rent, which may be represented by X, is 


X—G(A—D)+H(B—D)+K(C—D) I 


Space need not here be taken for the purpose of discussing the 
causes in the variation of X. The variables are clearly seen in the 
formula and the effect of machinery, discovery, or creation of, new 
land is most clearly discussed by showing the effect either on the 
differences (A—D), (B—D), and (C—D), or on the quantities 
G,H,K,L. This might be taken up either from the standpoint of the 
effect on the absolute amount of the product going to rent or the 
portion of the whole product going to rent. It is the latter which 
seems most to interest Ricardo.* 

In order to give the wage doctrine a similar treatment it is 
necessary to assume certain units for the purpose of quantitative 
statement. Let the unit of labor be the amount required to produce 
a unit mass of goods. 


k =the value-productiveness of the unit of labor. 
n == the fraction of every unit-mass of commodities, which is an 
output of the productive process, required to sustain the 


laborer in doing a unit of work. 
M =the mass of commodities produced in time T. 


With these units the Ricardian theory may be represented by the 
following equations: 


Mk=V =the value of the commodities produced in time T. 2 


Mnk =W =the value of the real wages of labor, Mn being the 
mass of necessaries required for the support of laborers. 3 


If c be the portion of each unit-mass produced, which is consumed 
by the landlords and entrepreneurs, 


M—Mn—Mc = M (1—n—c) = D =the sum which represents the 
source of the possible demand for labor. 4 


The mass of necessaries required to support the laborers was 
not, in Ricardo’s theory, a very flexible quantity. It might vary in 
different countries and in the same country at different times. One 
of the corrections suggested for the lowering standard of living is 
a decrease in the birth-rate.6 It may therefore be inferred that it 


* Ibid., p. 60. ®° Ibid., p. 77. 
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takes about a generation for habits of consumption to crystallize 
into a standard of living, according to Ricardian theory. 

The relation of profits to wages is very simply expressed in 
quantitative terms. If the portion going to the landlords be already 
separated as rent, there remain only the two quantities, wages and 
profits, for consideration. Let R represent rate of profits. The 
following formulas may then be constructed: 


M—X—Mn— P=the mass of profits. 5 


On the margin of cultivation X becomes zero, and the equation 
becomes, 


M—Mn=P, 6 
and the rate of profit is 
M(1— 
tn =I1—1=R. 7 


The portion going to profits depends entirely on m, the portion of 
every unit-mass required by the laborer. It is clear then, that, as 
wages rise profits fall.® 

The above only serves to indicate the method which may be 
employed for working out in detail a mechanical expression of 
Ricardian theory. Mn, the mass of necessaries required to sustain 
and keep up the number of laborers, may be said to be the cost of 
production of the labor-force to the entrepreneur. If Mc be the 
mass of commodities consumed by the entrepreneurs and land- 
lords, then the quantity D corresponds approximately to s «rplus 
value as defined by Marx. The departure of Marxian economy 
from the political economy of Ricardo lies chiefly in the discussion 
of the quantity D. Marx might go to the extreme of including Mc 
in the quantity of surplus value, at least in so far as Mc exceeded 
the necessaries required to sustain the landlords and entrepreneurs 
in their productive labor. Marx regarded all costs of production 
as being paid for in proportion to their labor-cost. The labor-cost 
of labor-force, by which is meant the amount of necessaries 
required by laborers, is less than the amount of the products of 
labor. Hence arises surplus value. Ricardo would have admitted 


®*The above expression of Ricardian theory was worked out before any 
study of Marx. The kinship of this expression of Ricardian theory to the Marxian 
interpretation was suggested by Dr. Veblen, and appeared more clearly in a later 
study of Marx’s Capital. 
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that there is a surplus, but would have contended that this is a 
reward to the owner of capital for the postponement of consump- 
tion. The controversies between the socialist and his opponent 
might then arise as to the justice of turning over the quantity D to 
the owners of capital. 

There is no intention here to discuss the relative merits of the 
two contentions. The object is merely to show the kinship as well 
as the divergence between the economic theories of Ricardo and 
Marx. It is also thought that the expression of the political economy 
of Ricardo in mechanical units will be of value in an understanding 
of his theoretic analysis. 

SPURGEON BELL 

University oF CHICAGO 
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The Packers, the Private Car Lines and the People. By J. 
OcpeN Armour. Philadelphia: Henry Altenus Co., 
1906. 8vo, pp. 380. 

In the magazines many writers have discussed these subjects 
during the past two years. Books and official documents have dealt 
with them. Many of the writers have not hesitated to tell the 
people just how they were being robbed by the packers and the private 
car lines. Mr. Armour, who is certainly in a position to know, 
unhesitatingly and unequivocally declares that the information so 
abundantly provided is often based on ignorance and oftener on 
malice. He says two classes have a pecuniary interest in making 
the attack: the commission men, whose opportunity to rob fruit- 
growers through claims of damaged fruit has been destroyed by the 
efficient service of the private car line; and the publishers of maga- 
zines, whose circulation is increased more rapidly by sensational 
criticism of successful men and industries, than in any other way. 

Mr.-Armour certainly makes a strong case, by quotation and by 
arguments, in support of his charge of animus or malicious motive. 
He admits the existence of a prejudice against the packers, and 
thinks this is “inevitable and will always continue without regard 
to the manner in which the packing business is conducted” (p. 162). 
The reason for this prejudice he finds in the universal and extensive 
use of meat as a basis of living, and the necessity for higher prices of 
meats as population increases, with no new ranges or corn land to 
furnish additional cheap supplies. Also the consumer has a natural 
feeling of resentment against the man who furnishes the goods that 
must be bought. 

The analysis of the motives of those who have conducted this 
vigorous campaign of criticism may or may not be correct. Mr. 
Armour may be in no better position to know about their motives 
and their business than they are to know about his. He is, how- 
ever, in a pqsition to speak with full knowledge when he treats 
of his own business. He is very frank and explicit in his state- 
ments. On many points he certainly scores against his critics and 

118 





BOOK REVIEWS 119 


leaves the reader with a feeling that, whatever advantages of wealth 
and power the packers possess, they have not been able to secure a 
square deal in the magazines. 

No claim is made of philanthropic motives, or any motives other 
than ordinary business loyalty and self-interest; but Mr. Armour 
shows that pursuit of self-interest has led to the use of capital and 
business opportunity in a way that has vastly improved the well- 
being of all the community by bringing fresh meat, fruit, and 
vegetables within their reach the year around. 

In his clever chapter on “Magazine vs. Actual Profit,” Mr. 
Armour admits that the business pays a reasonable profit, but he 
says that the profit is not equal to that obtainable in other lines. 
On p. 72 he says: 

Perhaps I am not called upon to say so, but I will make the statement 
that had I put my holdings, at the time I came into them, into railroads, 
national banks, and other enterprises, I should have made more money, made 
it with less trouble, and been subjected to less attack than I have been 
subjected to in the lines which I have followed. 

In tracing the development of the private car-line three points are 
emphasized. First, the refrigerator-car was necessary to the develop- 
ment of the packing industry. Second, the railways refused at 
first to build refrigerator-cars, and thus forced the packers to 
furnish them or fail to grow. Third, railroad administration is not 
efficient enough to guarantee the promptness and cleanliness that 
are indispensable in the meat and fruit business. 

From the time P. D. Armour was earnestly pleading with the 
railway management to furnish refrigerator-cars for his meat busi- 
ness, because he had not sufficient capital to go into the car business, 
until he was ordering 4,000 cars for the fruit business, seems in the 
book to have been a very short time, but perhaps the four or five 
million dollars required for the cars was borrowed. It could hardly 
have come from merely ordinary profits of the business. 

Strong reasons are urged in favor of the exclusive contract 
which will make it possible for the private car line to make the 
needed preparations and carry the risk incidental to efficient service 
in the fruit regions. The interest of the car line in developing 
traffic is held to insure a reduction of refrigeration charges as 
rapidly as conditions permit, and the policy of the Armour Company 
is explicitly stated to be in favor of the most rapid reduction con- 
sistent with first-class service. It is further explicitly and broadly 
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stated that the private car lines are not used in any way to secure a 
reduction of rates, rebate, or discrimination of any kind in favor 
of any company or individual. Mr. Armour is in a position to know 
the facts, and his word should be as good as those of the commission 
men and magazine writers, who also have a motive and are dealing 
in suspicions more frequently than in facts. If Mr. Armour’s state- 
ment that no favors from the railways are given the packers be 
accepted, it will be easy to accept his vigorous and unqualified 
statement that the price of cattle is and must be regulated by com- 
petitive forces. The industry is certainly one in which, aside from 
railway favors, monopoly will find greatest difficulty in securing 
control. 

Though professedly an advocate’s presentation on these impor- 
tant questions, it gives the reader the impression of being more 
straightforward and reliable than much of the “unbiased and public- 
spirited” criticism does. Similar statements from other men who 
are doing things would add much to public enlightenment and fair 
judgment. 

Witiiam HILi 

UNIversITY oF CHICAGO 


Industrial Combination. By D. H. Maccrecor. London: 
George Bell & Sons, 1906. Pp. 245. 

The author of /ndustrial Combinations presents the facts of the 
varied forms of modern industrial combinations in a new light. 
Everything that can be said either in favor of or against trusts, 
cartels, and unions is stated fairly and minutely. For every affirma- 
tive he has a negative, and by this method he tries, or lets the 
reader try, to strike a balance. He analyzes with much skill the 
various phases of modern organizations—-their productive efficiency, 
the greater or less risk as compared with competitive methods, their 
bargaining strength, their resources—and discusses at length their 
relation to labor, especially in connection with trade-unions. He 
sums up his general views in the two final chapters—the attitude 
of public opinion and legislation. 

Mr. Macgregor does not agree either with those who believe 
that the trusts must be demolished, or with those who regard them 
as a stepping-stone to a socialistic organization of production. 
Some economists boldly take the stand that the modern trust must 
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either be abolished by legislation, or, if that way be closed, then 
production by public bodies must supersede these private monopo- 
lies. The author discusses these alternatives, but accepts neither. 
He takes the ground that the transferability of the commodity or 
service provides the essential line of demarkation between govern- 
ment and private enterprise. Water, gas, transportation of pas- 
sengers and goods—these, the author admits, may properly be 
within the sphere of government ownership and operation, because 
they have to do with specific articles or services not transferable to 
other markets ; but the production of articles freely transferable to 
national or international markets, he holds, cannot be relegated to 
government officials. With respect to railways he says that 

the ground for public control is now not so much in the desire to avoid 
the interference of private interests with the public domain, since railway 
transport serves all commodities alike, as in the nature of the service and its 
exceptional strategic position in the industrial system. There are very few 
goods which the consumer is bound to buy; but whatever he buys he pays 
for transport. 

Perhaps the least satisfactory portion of Mr. Macgregor’s work 
is the analysis of the existence of trusts and other combinations. 
To what cause or causes do they owe their origin and growth? 
True, he attributes some of them to a protective tariff where the 
original need and demand for protection no longer remain. But 
other causes he either passes over or mentions only incidentally. 
Much has been said in recent years concerning the distinction 
between good and bad trusts. Is the distinction in an economic 
sense difficult to establish? Does it not lie in the attainment of the 
purpose for which the trust is, at least ostensibly, organized and 
defended—viz., lower and more stable prices resulting from econo- 
mies in production? This object is not likely to be attained where 
monopolistic conditions prevail—conditions of which a high tariff 
is but one example. If under a régime of perfect freedom it is 
found that large combination does furnish definite commodities or 
services more cheaply than are obtainable under the conditions of 
independent and competing producers, the public are not likely to 
clamor for legislative interference with trusts and similar organiza- 
tions. 

Mr. Macgregor’s style and mode of presentation are disap- 
pointing. His method, while detailed, is essentially abstract. There 
is no guiding purpose visible in the work. It is altogether a fair 
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and impartia’ study of the subject, and in this respect is wholly 
admirable. But there seems to be no point to which the author is 
aiming. It is as if he did not see the wood for the trees, and yet 
the trees are all abstractions, not concrete things. This quality 
will prove a serious handicap to the success of the work. 


University oF CHICAGO GARRETT DROPPERS 


Socialism: A Summary and Interpretation of Social Principles. 
By Joun Sparco. New York: The Macmillan Co., 1906. 


8vo, pp. xvi+257. 

Mr. Spargo is a veteran propagandist. This book therefore pre- 
sents the view of the convinced socialist. In tone it is affirmative, 
in outline, historic-biographic and expository. It is written pretty 
definitely from the Marxian standpoint, with a strong tendency 
to make the essentially difficult and economically false doctrines of 
the master “beautifully simple.” It is rather diffuse, quite elemen- 
tary, and very uneven in quality. On the whole, however, it is 
readable, and in some portions inspiriting. 

The author’s treatment of his topic, falls essentially, though not 
formally, into three parts. The first, consisting of chapters i, ii, iii, 
vii, introduces the reader to the general character and genesis of the 
modern socialist movement. It makes him acquainted with the 
chief nineteenth century utopians, and the life and activity of Marx 
and Engels. It adds nothing essential to that which has become 
common knowledge through the writings of Kirkup, Ely, and other 
contemporary writers. 

The second part of the book, including chapters iv, v, vi, and viii, 
aims to be an exposition of the essential element of Marxian socialist 
theory. Socialism is here presented as a doctrine of social evolution 
founded on the materialistic conception of history. The author 
denies that the acceptance of this conception involves either a belief 
in economic determinism or a denial of the potency of ideals in 
shaping events. He attempts to prove the essential correctness of 
the materialistic conception, and of Marxian prophecy based on it, 
by a brief account of institutional evolution and by an extended dis- 
cussion of the tendency under the capitalistic régime to concentra- 
tion of production and wealth, and to the development of industrial 
classes and a contemporary class-struggle. These discussions are 
suggestive and form by all odds the best part of the book. 
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The strength of the author and the weakness of socialist eco- 
nomic theory are brought out very definitely in chapter viii, on the 
“Economics of Socialism.” Marxian doctrine is beheaded, disem- 
boweled, and served up as the genuine article with such skilfulness 
and dispatch that no unsophisticated reader can doubt the simplicity, 
clearness, and correctness of the original. At the same time, modern 
economic theory is disposed of with a deftness and appearance of 
familiarity admirable in its way. However, like more laborious 
efforts to revamp the Marxian value theory, this exposition serves 
mainly to excite wonder that socialist leaders should persist in 
regarding economic doctrine as so essential. Their cause would 

ndoubtedly be strengthened by admitting the validity of modern- 
ized economics and by more frankly basing their case on humanism 
so far as it concerns economic justice. 

“Outlines of the Socialist State,” which, as chapter ix, completes 
this exposition, is rather a presentation of fundamental and “detailed 
specifications” and ideals than a constructive account based on prin- 
ciples. It serves, on the whole, to blunt the impression previously 
created of a distinct, class-conscious socialist theory and propaganda. 
The reader of it wonders at times how to distinguish socialism from 
the purposes and ideals of the “square-deal” reformers. 

As an elementary presentation Mr. Spargo’s work is distinctly 
meritorious, in spite of undoubted faults of style, exposition, and 
reasoning. Economically it need mislead no one. Sociologically it 
will prove stimulating to many. It is probably well worth publish- 
ing, though it adds nothing to the specialist’s knowledge of socialist 
history or theory. 

R. F. Hoxie 
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National Labor Federations in the United States. By Witt1am Kirk. Bialti- 
more: The Johns Hopkins Press, 1906. 8vo, pp. 150. 


Dr. Kirk defines national labor federation as being synonymous with “inter- 
trade association,” and organizations effecting such association are classified into 
three groups: (1) “general federations,” such as the Knights of Labor, the 
American Federation of Labor, and the American Labor Union; (2) “trades 
councils,” such as the Building Trades Alliance and the Metal Trades Federa- 
tion; and (3) “industrial unions,” such as the Mine Workers and the Brother- 
hood of Railway Employees. The author details the history, structure, and func- 
tion of these forms of organization in the United States, which are differentiated 
by the degree of trade autonomy preserved. The present essay is intended, not 








—— 
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“as a comprehensive description of labor federations, but as an analysis of their 
distinctive characteristics.” Inter-trade affiliation has given rise to many serious 
and perplexing issues in trade-union administration, where the exact power of 
the several representative bodies has not always been, and is not today, clearly 
defined. In making his analysis Dr. Kirk has performed a real service for 
those who would understand these issues. 


The Two Tariff Systems Compared: A Plain Statement of Results. Also 
Concerning Trusts and Reciprocity. By H. B. Cooxe. Louisville: 
Barnes Printing House, 1906. 8vo, pp. 218. 


In this résumé of the tariff controversy the author attempts to defend the 
policy of levying duties for protection as against the policy of levying duties 
for revenue only. The author believes that this “work placed in the hands of 
the farmer, laborer, or the young man about to cast his first vote, will teach 
him in a few hours as much about the tariff, trusts, and reciprocity as the average 
newspaper reader learns in a lifetime.” This is probably true—as much. 


La Chine novatrice et guerriére. Par Le CapriraAINE D’OLLONE. Paris: 

Armand Colin, 1906. 8vo, pp. 319. 

Those who see in the awakening of the Orient economic consequences of 
great import to western civilizations will find much of interest in this account 
of Chinese social and financial institutions, although the point of view of the 
author is rather that of the historian than that of the economist. In the 
author’s opinion, one pressing economic problem confronting the Chinese people 
today, if they are to enter into further commercial intercourse with western 
nations, is the provision of an adequate supply of specie. Not less than two 
thousand million dollars, he estimates, is required to provide a per-capita 
supply of specie equal to that possessed by the French people. China’s present 
monetary supply is less than two dollars per capita, and is largely concentrated in 
the great commercial ports, and in the hands of bankers and certain rich 
families. The author believes that the immediate adoption by China of the mone- 
tary system of western nations would prove disastrous. It is further pointed out 
that China’s favorable balance of trade today depends not upon an excess exporta- 
tion of commodities, but upon the exportation each year of some three million 
coolies who eventually return bringing with them their earnings in the form of 
money. 

The Spirit of Democracy. By CHartes FLetcHer Doce. New York: T. Y. 

Crowell & Co., 1906. 8vo, pp. viiit435. 


The author of this treatise, while recognizing the evils of our social order, 
the mischiefs of militarism and partisanship, the evidences of innate savagery and 
barbarism manifested by civilized peoples and the difficulty of forecasting and 
analyzing the trend of civilization, undertakes a defense of the ideals of 
democracy. He seeks to show what democracy is, ‘‘what makes its life and upon 
what its good health depends.” The teachings of history and the development 
of good will as a social force, based upon ideals of liberty, equality, and fra- 
ternity, are regarded, as is also the experience of democracy in the solution of 
practical problems involved in the extension of the suffrage, in municipal gov- 
ernment, in present-day imperialism, in the treatment of crime and pauperism, 
in education, and in the protection of the family. The chapters which will 
appeal most directly to economists are those dealing with democratic forms of 
taxation, immigration, socialism and anarchy, and labor unions. The author 
condemns indirect taxation, and indicates land as peculiarly a “natural subject 
of taxation.”’ Socialism is described as appealing to the conservative side of 
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human nature, while anarchy “is only an extreme form of that tendency in 
human nature which aims to vary and grow.” The discussion of labor unions 
gives evidence of sympathy with those objects of unionism which are commonly 
regarded as legitimate, while deprecating the militant spirit not infrequently 
manifested by labor organizations. 


Confessions of a Monopolist. By Frepertck C. Howe. Chicago: The 

Public Publishing Co., 1906. 8vo, pp. vii+157. 

These confessions are dedicated to “those to whom justice is the law of 
life, monopoly the creature of legislation, poverty the product of privilege, and 
liberty a living inspiration.”” The confessions are those of a straw monopolist 
who writes in the first person singular, and the gist of his philosophy is that the 
secret of success in business is to make society work for you. “If you are big 
enough the whole world.” if not, America alone, or even some one city. The 
“monopolist” enters politics, has experiences upon Wall Street, becomes a state 
boss, and in the light of his own experience he lays down the “rules of the 
game.” Mr. Howe is author of a more serious work, The City the Hope of 
Democracy. 


Ueber den amerikanischen “Stahltrust”: Mit Beriicksichtigung des deutschen 
Stahlwerksverbands. Von Jutitus GUTMANN. Essen: G. D. Baedeker, 
1906. 8vo, pp. viii+160. 

Written primarily for German readers, but dealing with a subject of especial 
interest to Americans, this monograph describes the development of American 
iron and steel industries and the formation of the several companies which 
have consolidated into the United States Steel Corporation. The reorganization 
of the industry itself which has been effected through consolidation of the com- 
panies, and the problem of monopoly, are considered. Further chapters are 
devoted to a discussion of pooling, to the organization of labor and the institu- 
tion of profit-sharing schemes, to the methods of trust finance, and finally to a 
comparative study of the organization of the iron and steel industries in Germany 
and the United States. 


Immigration and Its Effects upon the United States. By Prescotr F. Hatt. 

New York: Henry Holt & Co., 1906. 8vo, pp. xiii +393. 

Immigration is announced as “the first of a series which the publishers plan 
gradually to augment until it covers the field of controverted topics in American 
political, economic, and social affairs.” To quote from the author he aims to 
present, “first, the facts in regard to immigration—its history, causes, and 
conditions ;” secondly, the effects of immigration—racial, economic, social, and 
political; thirdly, immigration legislation—regulative, restrictive, and protective, 
considering the effects of past legislation and proposed legislative remedies for 
present evils. A chapter is devoted to the history of Chinese immigration and 
of the exclusion acts. In appendices are presented statistical tables, United 
States immigration laws, and a bibliography. The treatise is detailed and 
exhaustive in summing up the experience of the United States in solving its 
hydra-headed immigration problem. 


La décadence et la chute des peuples. Par Pontus FAHLBECK. 


Professor Fahlbeck here discusses the decadance of ancient civilizations. 
These, he contends, have succumbed to decreasing natality rates. Upper social 
classes have first suffered social displacement and extinction, the race has blighted 
at the top, and gradually the blight has extended to the whole population. 
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Examining demographic data regarding European populations during the nine- 
teenth century,, Professor Fahlbeck finds that, while these populations have 
increased numerically, they have manifested very different rates of increase— 
the population of Russia having increased most rapidly, and that of France most 
slowly—and an analysis of the data shows that the growth in population has 
generally taken place concurrently with a decreasing natality rate. During this 
period the decline in natality has been partially offset by a decrease in mortality 
rates, but, as there are natural limits to the reduction of mortality, should the 
natality rates continue to decline during the present century as they have done 
during the last, European populations generally will in the near future begin to 
decrease numerically. Professor Fahlbeck constructs a chart based upon the 
vital statistics of Great Britain and Ireland, 1871-1900, to illustrate this tend- 
ency. A projection of mortality and natality curves indicates the middle of the 
present century as the period when the British population will begin to decline 
numerically, should present tendencies continue. 


Four Centuries of the Panama Canal. By Wutits FLEeTcHER JoHNSON. 
With maps and illustrations. New York: Henry Holt & Co., 1906. 
8vo, pp. xxi+ 461. 


Quite properly the author of this exhaustive historical study of the canal pro- 
ject devotes himself mainly to the development of the last five years— 
from the early explorations of Columbus. It is recorded that four rival canal 
routes were proposed in the time of Cortez, and that Humboldt suggested early 
in the nineteenth century nine possible routes. Beginning with an account of 
Louis Napoleon’s futile schemes, the experience of the French in their effort to 
construct a canal, and the causes of their failure, are recounted. American 
interest in the construction of a canal may be said to date from the organization 
of the Central American and United States Atlantic and Pacific Canal Company in 
1825. The United States has from the first opposed any concessions by Central 
American states inconsistent with the Monroe Doctrine. The policy of “an 
American canal” was enunciated by Grant. In recounting the history of the last 
quarter-century, the author goes into considerable detail, following the work of 
the several canal commissions appointed by Congress, reviewing the negotiations 
with Colombia, the Panama revolution, the establishment of the Panama republic, 
and the advent and work of Americans on the Isthmus. In a chapter headed 
“Stultiloquentia” the administration policy is defended against its critics. 
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